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During fiscal year 2003 — another very challenging year in the semiconductor
manufacturing equipment industry and the global economy — Asyst executed to two
goals. First, we continued to transform the company operationally, building upon our
highly successful entrepreneurial roots to create what we believe will be a company
capable of more consistent value delivery to both customers and shareholders. Second,
we positioned the company for growth through both new products and a strategic
acquisition.

Business Transformation

Industry cycles are a fact of life in the semiconductor manufacturing equipment
industry. Because of the “technology bubble” that drove demand for manufacturing
equipment to unprecedented levels in 2000, the downturn that followed has been
particularly deep and long lasting. Larger equipment companies have had sufficient scale
to modestly restructure and stay profitable or at least cash flow breakeven, while smaller
companies such as Asyst have been forced to dramatically restructure to reduce cash
operating losses. These restructurings are costly to the company in the form of severance
and write-offs, lost productivity, customer disruption and reduced employee morale, as
well as to the employees who lose their jobs. Just as costly are the massive recruiting,
hiring, and training necessary to replace these workers when the expected upturn arrives.

We believe there is a better way. Asyst has used this downturn to make the
fundamental changes to our business model that we believe will allow us to minimize the
disruption and cost of the cyclical up and down sizing of the company and position the
company to be cash flow breakeven or better in any downturn.

Operationally, Asyst looks very different today compared with two years ago.
Foremost among these changes is our move to an outsourced manufacturing model. As
of this writing, we have transitioned essentially all of our U.S. manufacturing operations
to Solectron Corporation in Singapore. This move already has reduced our fixed costs
and increased manufacturing flexibility and scalability. In addition, by partnering with a
premier manufacturing organization such as Solectron, we expect to lead our segment in
customer satisfaction metrics such as quality, on-time delivery and shipment accuracy.

Consistent with the move to outsourcing, we divested our AMP and SemiFab
manufacturing subsidiaries and the associated cash drain on the company. We also
tightened our focus on automation and significantly strengthened the balance sheet by
selling our wafer and reticle carrier product lines to Entegris, Inc. Our agreement with
Entegris maintains our technical alignment with future developments in those products
and provides ongoing value to Asyst.

These divestitures and outsourcing resulted in a significant reduction in Asyst’s
workforce. We have executed additional restructuring, particularly in general and
administrative functions, to align these capabilities with our new business model. The
result is a leaner and more focused company, which is now positioned to break even at
significantly lower sales levels and to achieve substantial operating leverage as business
improves.




New Products, Strategic Acquisition

We have moved aggressively to enhance our 300mm product position, both in our traditional domain of
atmospheric tool front-end automation and in the large and growing market for 300mm automated material
handling systems (AMHS). During the past vear all of our business units have introduced new products,
including our ground-breaking Spartan : platform that brings an entirely new price/performance equation to
both tool automation and the wafér softer mérket.

Our hard work and innovation drove market share gains in 2002. According to the market research firm
Datagquest, in calendar 2002 we increased our overall share (both 200mm and 300mm) of the atmospheric
tool hardware market to 57%, up from;50% in 2001. We believe that our share of the 200mm SMIF market,
which we estimate to be in excess of 80%, remained stable in 2002, and that our overall market share gains are
attributable to our 300mm efforts.

During fiscal 2003 we also acquired a 51% interest in Asyst-Shinko, Inc.(ASI), a Japanese joint venture
company. We believe this acquisition is strategically important for four reasons. First, it establishes Asyst as
the clear leader in the large market for 300mm automated material handling systems (AMHS), based on our
installed base in 8 of the current 14 production 300mm fabs. Second, it provides the technical infrastructure
and market credibility that are critical to accelerating the penetration of FasTrack™, our next-generation
Continuous Flow Transport (CFT) AMHS. Our strategy and our ability to productively integrate ASI and
FasTrack products were recently validated when we won our first 300mm penetration for FasTrack as part of a
full-fab AMHS win at UMCI in Singapore. Third, ASI has a solid AMHS position in the flat panel display
(FPD) market, which allows us to leverage our core capabilities into a currently less cyclical growth industry.
Finally, as a result of our leadership positions in both atmospheric tool automation and AMHS, we believe
that Asyst is now uniquely positioned to carve out additional revenue opportunities by offering more and more
productivity-enhancing service solutions to fabs.

Outlook

Fiscal 2004 is off to a challenging start as capital spending in most of the world continues to be
constrained by soft demand in the end markets for chips as well as lingering uncertainty over global economic
and security issues. Our visibility in terms of hard customer orders is limited, however our presence in the
longer-lead-time AMHS business does give us an early look at the building and expansion plans for 300mm
fabs around the world. Based on the large number of projects that are scheduled to make AMHS supplier
decisions during the remaining three quarters of this fiscal year, we believe that bookings for AMHS as well as
tool automation and other products could potentially improve significantly over that period. Assuming that
chip makers move forward on their plans, we would then expect to see improved sales performance flowing
from those bookings in later quarters.

We believe we have the products, capabilities and team in place to drive and maintain our market
leadership. With our current structure, we believe we are well positioned not only to weather the current
downturn but also to generate considerable margin expansion and operating leverage when the industry
recovers. We are excited about the future and are grateful for the continued support of our customers,
shareholders, and employees.
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Stephen S. Schwartz
Chairman and Chief Executive Officer
July 31, 2003

This letter contains forward-looking statements that involve risks and uncertainties that could cause our actual
results to differ materially from our expectations. Factors that could cause or contribute to these differences
include, but are not limited to, those discussed in our Annual Report on Form 10-K for the fiscal year ended
March 31, 2003 and our Quarterly Report on Form 10-Q.
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PART I
FORWARD LOOKING STATEMENTS

Except for the historical information contained herein, the following discussion includes forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, and Section 21E of the Securities
Exc¢hange Act of 1934 that involve risks and uncertainties. We intend such forward-looking statements to be
covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1993, and we are including this statement for purposes of complying with these safe
harbor provisions. We have based these forward-looking statements on our current expectations and
projections about future events. Our actual results could differ materially. These forward-looking statements
are not guarantees of future performance and are subject to risks, uncertainties and assumptions, including
those set forth in this section as well as those under the caption, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”
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Words such as “expect,” “anticipate,” “intend,” “plan,” “believe,” “estimate” and variations of such
words and similar expressions are intended to identify such forward-looking statements. Our actual results
could differ materially from those anticipated in the forward-looking statements as a result of certain factors,
including but not limited to those discussed in “Risk Factors” in our Annual Report on Form 10-K. We
undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-
looking events discussed in this document and in our Annual Report on Form 10-K might not occur. The
following discussion of our financial condition and results of operations should be read in conjunction with our
consolidated financial statements and the related notes included elsewhere in this report.
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ASYST, the Asyst logo, FLUOROTRAC, KPOD, ADU and MANUFACTURING CONNECTIV-
ITY are registered trademarks of Asyst Technologies, Inc. or its subsidiaries in the United States or in other
countries. AXYS, Fastrack, Fastmove, Fastload, Fastore, Asyst-SMIF System, SMIF-Pod, SMIF-FOUP,
SMIF-Arms, SMIF-Indexer, SMIF-LPI, SMIF-LPQ, SMIF-LPT, SMIF-E, Versaport, Plus, Inx, Advan
Tag, Link-Manager, Smart-Fab, Smart-Tag, Smart-Station, Smart-Storage, Smart-Traveler, Smart-Comm,
Substrate Management System, Reticle Management System, Wafer Management System, Global Lot
Server and Fluorotrac Auto Id System are trademarks of Asyst Technologies, Inc or its subsidiaries in the
United States or in other countries. All other brands, products, or service names are or may be trademarks or
service marks of, and are used to identify, products or services of their respective owners.

Item 1 Business

Overview

We develop, manufacture, sell and support integrated automation systems for the semiconductor, or chip,
and flat panel display, or FPD, manufacturing industries. Our systems are designed to enable semiconductor
and FPD manufacturers to increase their manufacturing productivity and yields, and to protect their
investment in fragile materials and work-in-process. We believe that our systems are becoming increasingly
important because of several trends in the manufacturing of semiconductors and FPDs:

» The transition to larger diameter silicon wafers and larger FPD glass plates, which require automated
handling because of ergonomic issues and increased yield risk.

« Continuing decreases in semiconductor device line widths, which require higher levels of cleanliness in
the manufacturing process.

« Advances in new semiconductor manufacturing materials, such as copper, which may introduce
additional contamination into the semiconductor manufacturing plant (fab).

+ Continuing customer requirements for enhanced manufacturing productivity and return on capital.
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We sell our systems directly to semiconductor and FPD manufacturers, as well as to original equipment
manufacturers, or OEMs, that make production equipment for sale to semiconductor manufacturers, and
integrate our systems with their equipment.

Industry Background

In recent years, advances in semiconductor production equipment and facilities have supported the
continuation of historical trends toward production of chips with ever smaller line widths on ever larger wafers.
Currently, most semiconductor manufacturing facilities, or fabs, process wafers with diameters of 200mm.
However, several fabs are currently operating production lines utilizing 300mm wafers and a significant
number of new fabs are expected to be built for 300mm wafers. Concurrently, line widths in chip
manufacturing have decreased to 0.13 micron and are expected to decrease further. In addition, the increasing
cost of semiconductor manufacturing equipment and facilities continues to push chip manufacturers to
maximize the productivity of these investments. Keeping pace with these trends presents semiconductor
manufacturers with a number of technical and economic challenges.

In response to these challenges, many chip mianufacturers use automation systems to maximize tool
utilization and to minimize wafer mishandling, misprocessing and contamination. We believe that semicon-
ductor manufacturers will increase their commitments to these solutions in their 300mm fabs, given the
significant cost of a 300mm fab (approximately $2 to $3 billion), the value of work-in-process inventory, and
the ergonomic issues introduced by the significantly increased weight and bulk of loaded 300mm semiconduc-
tor carriers (pods). :

As device dimensions decrease, the harmful effects of microscopic contamination during the manufactur-
ing process increase, heightening the need for isolation of wafers throughout manufacturing and controlled
environments around tools. Isolation technology allows for control of the environment in the immediate
vicinity of the in-process wafers and the tools. Wafers are enclosed in sealed carriers, or pods, which provide
additional environmental control during storage, transport and loading and unloading of the tools. Pods holding
wafers up to 200mm are known as standard mechanical interface pods, or SMIF-Pods, and pods holding
300mm wafers are known as front-opening unified pods, or FOUPs. In both the SMIF and FOUP processes,
the carrier is docked with an automated system that typically includes a load port or other door-opening device
and a robotic transfer arm to move the wafer from the carrier to the tool. An enclosure with engineered
airflows surrounds and encapsulates this system. Because wafer carriers fully encapsulate the wafers during
transport between process steps and during tool loading and unloading, these devices also help to protect the
wafers from accidental damage due to mishandling.

Semiconductor manufacturers also increasingly are automating the tracking, sorting, stocking and
transport of wafers throughout the fab, as well as wafer carrier loading and unloading at the tool. In 200mm
manufacturing, these technologies are employed to reduce the risk of misprocessing, to efficiently track and
manage work-in-process inventory, and to speed the movement of wafers between manufacturing steps. In
300mm manufacturing, these technologies take on added importance because of the ergonomic issues
associated with human transport and loading of heavy, bulky 300mm wafer carriers.

The FPD manufacturing industry uses automated transport and robotic handling systems primarily
because of the substantial size and weight of FPD glass plates and panels.

The Asyst Solution

We offer a comprehensive line of integrated automation systems for the semiconductor manufacturing
industry. These solutions provide two distinct benefits to semiconductor manufacturers:

Increased Manufacturing Productivity. We believe that semiconductor manufacturers are able to
attain a higher level of productivity and performance from their equipment by integrating our products
into their manufacturing processes. In addition, our connectivity software provides semiconductor
manufacturers with fab-ready automation capabilities, resulting in faster implementation times and more
efficient operational productivity. With our automated transportation and loading solutions, tool idle time
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is reduced and timely wafer delivery is improved, thereby increasing equipment utilization and
productivity. Our systems offer semiconductor manufacturers the flexibility to add capacity while
minimizing disruption of ongoing production in the fab.

Higher Yields. Our isolation technology, robotics solutions and automated transport and loading
systems provide semiconductor manufacturers with efficient contamination control throughout the wafer
manufacturing process and greater protection from wafer mishandling, resulting in more rapid achieve-
ment of higher yields. Our work- in-process materials management and connectivity software permits
wafer level identification, tracking and logistics management, and minimizes yield loss due to
misprocessing.

In FPD manufacturing, we provide automated material handling systems, or AMHS, that embody nearly
identical technology to our vehicle-based AMHS for chip fabs, but on a much larger scale to accommodate
the greater size and weight of FPD glass plates. These systems are critical to the movement of material in
FPD manufacturing because the weight and bulk of the latest generations of FPD glass plates make human
transport impossible.

Strategy

We believe that our historical success has been driven by our ability to develop, manufacture, market,
install and support products that provide unique value to customers. Qur continuing strategy is to focus on the
development or acquisition of products and capabilities that deliver productivity and yield benefits to
customers. We. are focused on maintaining and enhancing our relationships with chip and FPD manufacturers
and with OEM equipment manufacturers to inform product development and maintain high customer
satisfaction. We also will continue to focus on operational excellence to support product quality, on-time
delivery, and company-wide efficiency. Following are our six principal growth and operating strategies:

Further Penetrate the Markets for 300mm and FPD AMHS. Our Asyst Shinko joint venture
company is a leader in AMHS. We have captured a total of 16 interbay and intrabay AMHS installations
to date as of March 31, 2003 in 300mm fabs, compared to nine installations for our nearest competitor.
We have begun to penetrate the market for FPD AMHS, having largely completed the AMHS
installation for a large Gen 5 FPD fab in South Korea. Based on the anticipated size and number of fab
construction and expansion projects that we believe will move forward over the next two to three years,
we believe that our combined market opportunity over that period for 300mm semiconductor AMHS and
FPD AMHS is significant. We have a small market position in AMHS for 200mm chip fabs and believe
that, based on our expectations of a small number of new 200mm fabs and fab expansions, we have a
small but material market opportunity in 200mm AMHS. In addition to our Asyst Shinko technology, we
have developed a unique continuous-flow AMHS system called FasTrack™. We have demonstrated
FasTrack’s ability to move wafers through the fab significantly faster than competitive systems in certain
applications. We currently are pursuing opportunities to combine the Asyst Shinko vehicle-based
technologies with FasTrack, creating a hybrid AMHS solution tailored to the mixed-throughput needs of
fabs. We believe that our market leadership in 300mm AMHS, combined with the unique capabilities of
our FasTrack system, positions us to capture increased market share in both FPD and 300mm AMHS.

Focus on Portal Automation. Essentially all 300mm wafer fabrication equipment requires an
automated atmospheric front-end (portal) solution that enables the clean, automated transfer of wafers
from the wafer carrier to the tool and back again. As a result, most manufacturers of process and
metrology tools pre-integrate portals with their tools before shipping to the end customer. This integration
can be accomplished in two ways: (1) The OEM can purchase or manufacture various automation
components — loadports, atmospheric robotics, wafer ID systems — and perform the mechanical and
software integration necessary to make the components work smoothly together as a system, or (2) The
OEM can purchase a fully integrated portal from a third-party supplier such as Asyst. We participate in
all aspects of the atmospheric tool front-end market and are a leading supplier of components such as
loadports and robotics and of fully integrated portals. We increasingly have seen OEMs seeking to focus
on their core competencies at the tool level, and choosing to outsource the production of components and
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portals. In its April 2003 report, Dataquest estimated this merchant market for atmospheric tool front-
end products at $260 million for calendar year 2002. We believe that the total market, including captive
production being done by OEMs and contract manufacturing by small assemblers not tracked by
Dataquest, was closer to $400 million in 2002. We believe that our product offerings provide
price/performance advantages over most captively manufactured equipment front-ends and we are
continuing to invest in both our component and portal products to take advantage of this significant
market opportunity.

Leverage 200mm Market Leadership. We have a very strong 200mm market position. Because of
the severity of the chip industry’s cyclical downturn during the period from 2000 to present, and the
resulting harm to the balance sheets of many chip manufacturers, we believe that the transition to
300mm manufacturing will take time. As a result, we believe that 200mm fabs will continue to operate
for many years and that these operators will seek to extend the useful lives of these fabs by adding higher
technology equipment and/or implementing Asyst’s isolation technology. In the case of technology
upgrades, such as fabs moving to smaller line widths or adding copperinterconnects, we believe that fabs
will make concurrent purchases of isolation products as they seek to maximize the yields and productivity
of this new equipment. We plan to continue to promote the benefits of our technology and to leverage our
leadership position throughout the 200mm market.

Capitalize on the Emerging Market in China. Because of our 200mm market leadership and our
strong customer relationships and long history of success with the foundries of Asia, we have enjoyed
strong initial success in the emerging wafer fabrication market in China. During the past two fiscal years
we have received large SMIF orders from a total of four fab operators representing six separate 200mm
fabs in China. We plan to continue to leverage our competitive advantages in this market, which is
expected to see the development of a significant number of new 200mm and 300mm fabs over the next
several years.

Further Penetrate the Japanese Market. Although the Japanese economic environment has been
challenging, we believe that Japanese semiconductor manufacturers will upgrade existing 200mm
facilities in response to market pressures and longer-term increases in demand. We believe that
construction of new and expansion 300mm fab projects also will begin to accelerate during the next year
as many Japanese chip manufacturers are running out of production capacity. In addition, we have
become an important supplier to Japanese equipment makers, which continue to have a strong presence
in the world market. We have a strong engineering, sales and support capability in Japan and intend to
continue our penetration of both Japanese chipmakers and Japanese OEMs.

Focus on Supply Chain Excellence. 1In fiscal 2003 we made the strategic decision to transition all of
our North American manufacturing operations — which produced approximately 75 percent of our fiscal
2002 net sales — to Solectron Corporation, a leading contract manufacturer of electronics products. Qur
strategic objectives are four-fold: (1) to sharpen our focus on our core competencies of developing, selling
and supporting our automation products, (2) to reduce our fixed manufacturing costs and improve our
ability to efficiently scale manufacturing through cyclical upturns and downturns, (3) to improve our
product quality and on-time delivery performance by partnering with a world-class manufacturing
organization, and (4) to improve gross margins through labor and material cost reductions. We believe
that progress toward these objectives will provide us with substantial competitive advantages, as to the
best of our knowledge none of our key competitors have outsourced their production to the same extent.

Products

Tool Automation Components

Our tool automation components are designed to automate the rapid transfer of wafers and other

substrates between manufacturing equipment and wafer and substrate carriers while maintaining an ultraclean
environment throughout the transfer. These components are sold to OEMs for integration with their tools or
directly to fabs that are adding isolation technology to existing equipment as a' manufacturing process
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enhancement. Our tool automation components include multiple types of 200mm and 300mm loadports and
substrate-handling robotics.

Loadports

We are a leading supplier of automated systems that provide the interface between the fab and
manufacturing equipment, or loadports. In calendar year 2002, we introduced the IsoPort™, our latest
generation loadport for the 300mm market. We offer a variety of other input/output systems designed to
address a broad range of customer applications and equipment types. These include FL-300s, SMIF-LPTs,
SMIF-Arms, SMIF-Indexers, SMIF-LPIs, SMIF-LPOs, Versaport 2200’s, and related products.

Substrate-Handling Robotics

We offer comprehensive robotic substrate handling solutions to the semiconductor and related industries.
Our robotics products transfer semiconductor wafers and substrates of all diameters, liquid crystal display
(LCD) and plasma display substrates, and other substrates like rigid disks used in disk drive handling between
the substrate carrier, the tool interface system and the tool itself. These products include robots, prealigners
and elevators specifically designed for atmospheric, harsh environment, and wet chemical process applications.
We also use our robots and prealigners in our Plus™ Portal Front-End Solutions, LCD Front End Solutions,
and our line of wafer sorter products.

Systems

Our systems include wafer sorters and fully integrated atmospheric tool front-end solutions {portals). Our
sorters are sold to chip makers and our portals are typically sold to OEM tool manufacturers.

Portals

Our line of portal solutions combines our expertise in isolation systems, work-in-process materials
management, substrate handling robotics and connectivity solutions to provide a complete, integrated,
automated front-end for process and metrology equipment. For the OEM, use of a portal solution substantially
reduces the labor and engineering resources required to assemble and integrate a front-end solution in-house.
Portals also can simplify the installation and set-up of the tool and associated front-end upon arrival at the end
customer. Qur Plus Portal line combines our components — atmospheric robots, environmental control
systems, integrated input/output interfaces, automated 1D and tracking systems, and connectivity software —
into an integrated solution for OEMs. Our newest portal offering, code named “Spartan,” achieves portal
functionality through a unified, minimalist approach that uses significantly fewer components, thereby
reducing alignment and interoperability issues between components and simplifying maintenance and repair.
We believe the Spartan offers significantly higher performance than our current Plus Portal line, in addition to
higher reliability and ease of integration. Because Spartan was designed for volume manufacturing, we believe
that it also will provide cost advantages to customers as well as margin advantages to us.

Sorters

Our sorters are used to rearrange wafers between manufacturing processes such as rocket lots,
experiments, and single wafer processing, without operator handling, which helps to increase fab yields.
Sorters also avoid the mishandling of wafers by enabling the tracking and verification of each wafer throughout
the production process. Sorters utilize our input/output systems, auto identification systems, robots,
prealigners and minienvironment technology.

AMHS

Automated Material Handling Systems, AMHS, automate the stocking, transport and tool loading of
silicon wafer containers and FPD glass plates in fabs. Our Asyst Shinko line of products includes wafer
stockers, inter-bay transport systems, and intra-bay transport and tool loading systems. Our FasTrack line of
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products includes micro-stocking shelves, conveyor-based track systems, and multi-axis intra-bay carrier
management and tool loading solutions.

Connectivity Solutions
Auto-ID Systems

The Asyst SMART-Traveler System allows semiconductor manufacturers to reduce manufacturing
errors and to achieve cycle time and equipment utilization improvements by improving their abilities to
manage work-in-process inventory. The Asyst SMART-Traveler System includes both infra-red and radio-
frequency based products for automated wafer and reticle identification. The SMART-Tag is an electronic
memory device that combines display, logic and communication technologies to provide process information,
such as wafer lot number and next processing steps, about the wafers inside the carrier. AdvanTag automated
ID uses a radio-frequency based identification tag that can be attached to or embedded into wafer and reticle
carriers. The Asyst SMART-Traveler System also includes the SMART-Comm, a multiplexing and
communication protocol converting device that increases operator and tool efficiency in semiconductor
facilities by optimizing communications and minimizing hardware and software layers.

Connectivity Software

Through our wholly-owned subsidiary, GW Associates, Inc., or GW, we are the largest merchant
provider of the industry-standard software driver protocol for communications between tools and fab host
systems, known as SECS/GEM. Through our acquisition of domainLogix Corporation (DLC), Asyst now
offers next-generation tool communications software products adhering to the OBEM industry standard.

Customers

Semiconductor manufacturers drive our sales by building new fabs or, in existing fabs, expanding
capacity, adding isolation technology, or upgrading process technology. Through our early years and well into
the last industry upcycle that ended in the fourth calendar quarter of 2000, the majority or our sales were
direct to semiconductor manufacturers. However, as the industry migrates to 300mm wafer fabs, OEMs are
purchasing an increasing proportion of our equipment solutions and are making automation systems part of the
tool. OEMS represented 40 percent, 59 percent, and 45 percent of our sales for the fiscal years ended
March 31, 2003, 2002 and 2001, respectively. If we are successful in further penetrating the market for
AMHS, which along with our other fab solutions products is sold directly to fabs, we anticipate that our sales
to semiconductor manufacturers and to OEMs will essentially be split evenly.

Our net sales to any particular semiconductor manufacturer customer are dependent on the number of
fabs a semiconductor manufacturer is constructing and the number of fab upgrades a semiconductor
manufacturer undertakes. As major projects are completed, the amount of sales to these customers will
decline unless they undertake new projects. Our net sales to any particular OEM are dependent on the extent
to which our automation products are designed-in to the OEM’s product line and the unit shipments of that
product line. During fiscal 2003, one customer accounted for more than 10 percent of sales.-

Our ten largest customers based on cumulative sales during fiscal year 2003, arranged alphabetically,
were:

Applied Materials Nikon

Grace Semiconductor Manufacturing Corp. Novellus

Intel Semiconductor Manufacturing International Corp.
KLA Tencor Taiwan Semiconductor Manufacturing Corp.

L.G. Philips United Microelectronics Corp.
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Sales and Marketing

We sell our products principally through a direct sales force in the United States, Japan, Europe and the
Asia/Pacific region. Our sales organization is based in California, and domestic field sales personnel are
stationed in Massachusetts, New York and Texas. Japan is supported by sales and service offices in Tokyo,
Nagoya and Yokohama, Japan and a software distributor. The European market is supported through offices
in Crawley, the United Kingdom, Paris, France and Dresden, Germany, and is augmented by a distributor
based in Israel. The Asia/Pacific region is supported through sales and service offices in Hsinchu, Taichung,
and Tainan, Taiwan; Singapore; Kuching and Kulim, Malaysia; Shanghai and Tianjin, People’s Republic of
China; and Seoul, South Korea. We supplement our direct sales efforts in Asia/Pacific through a distributor in
China.

International sales, which consist mainly of export sales from the United States, accounted for
approximately 65 percent, 55 percent, and 61 percent of total sales for fiscal years 2003, 2002 and 2001,
respectively. In fiscal 2003, approximately 31 percent of total net sales originated from Asyst Japan, Inc., or
AJl, and Asyst Shinko, or ASI. A portion of these sales was invoiced in Japanese yen and subject to
fluctuating currency exchange rates.

The sales cycle to new customers ranges from a few weeks to several months from initial inquiry to
placement of an order, depending on the type and complexity of the project and the time required to
communicate the nature and benefits of our systems. For sales to existing customers, the sales cycle is
relatively short. The sales cycle for follow-on orders by OEM customers can be as short as two to three weeks.
The sales cycle for AMHS products tends to be longer than for our other products because of substantial
specification and other pre-sales activity related to an AMHS order.

Systems Integration and Customer Support

Our systems integration and OEM applications organizations focus on understanding our customers’
manufacturing methodologies and anticipated production applications to develop customer-specific solutions.
For retrofitting and upgrading existing facilities with Asyst solutions, our systems integration organization
works with our customers’ facilities and manufacturing personnel to develop programs, schedules and solutions
to minimize disruption during the installation of our products into our customers’ fabs. In the case of a new fab
or tool design, our OEM applications and systems integration organizations work with our customer’s facility
planners and operations personnel, as well as with cleanroom designers, architects and engineers.

In the case of OEM integration, our OEM applications organization designs and integrates the Asyst
solutions directly into the tool. Our OEM applications organization works very closely with the OEM to
understand the process equipment and the processing requirements to provide our customer with an optimized
solution.

Research and Development

Research and development efforts are focused on enhancing our existing products and developing and
introducing new products in order to maintain technological leadership and meet a wider range of customer
needs. Our research and development expenses were approximately $40.1 million, $39.0 million, and
$44.3 million during fiscal years 2003, 2002, and 2001, respectively.

Our research and development employees are involved in mechanical and electrical engineering, software
development, micro-contamination control, product documentation and support. Our central research and
development facilities include a prototyping lab and a cleanroom used for product research, development and
equipment demonstration purposes. These research and development facilities are primarily located in
Fremont, California. In addition, we maintain a research and development facility in Hsin-Chu, Taiwan,
which is focused on research and development efforts related to AMHS. AJI conducts research and
development activities related to atmospheric robotics at its facility in Nagoya, Japan, and ASI conducts
AMHS-related research and development at its facility in Ise, Japan.
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Manufacturing

Our manufacturing activities consist of assembling and testing components and sub-assemblies, which are
then integrated into finished systems. While we use standard components whenever possible, many mechani-
cal parts, metal fabrications and castings are made to our specifications. Once our systems are completed, we
perform-final tests on all electronic and electromechanical sub-assemblies and cycle products before shipment.

In October 2002, we began transitioning all our U.S-based manufacturing operations to Solectron
Corporation, a provider of outsourced manufacturing services. As of June 2003, all of our U.S-based products
were being manufactured by Solectron and shipped out of Solectron’s facilities in Singapore. We currently
manufacture certain robotics products representing approximately 10 percent of our revenue in AJT’s facilities
in Nagoya, Japan. Asyst-Shinko products are manufactured at its facilities in Ise, Japan. During fiscal 2003 we
sold our AMP and SemiFab manufacturing subsidiaries.

Competition

We currently face direct competition in all of our served markets. Many of our competitors have
extensive engineering, manufacturing and marketing capabilities and some have greater financial resources
than those available to us. The markets for our products are highly competitive and subject to rapid
technological change.

Brooks Automation, Inc., and TDK Corporation of Japan are our primary competitors in the area of
loadports. Our SMART-Traveler System products face competition from bar code technology, Brooks
Automation (through its acquisition of Hermos) and Omron. We also compete with several companies in the
robotics area, including, but not limited to, Brooks Automation, Newport Corp., Rorze Corporation and
Yasukawa — Super Mectronics Division. In the area of AMHS, we face competition primarily from Daifuku
Co., Ltd., Murata Co., Ltd., and Brooks. Our wafer sorters compete primarily with products from Recif, Inc.
and Brooks.

Although most of our competitors currently do not compete with us across our entire line of integrated
automation systems, we expect that many will attempt to do so in the future. In addition, many OEMs
maintain their own captive automation manufacturing and integration capabilities, which is a substantial
impediment to our penetration of these OEMS. We anticipate that many OEMs will continue to maintain
their own captive automation manufacturing capabilities.

We believe that the principal competitive factors in our market are the technical capabilities and
characteristics of systems and products offered, interoperability with other components and systems,
technological experience and know how, product breadth, proven product performance, quality and reliability,
case of use, flexibility, a global, trained, skilled field service support organization, the effectiveness of
marketing and sales, and price. We believe that we compete favorably with respect to the foregoing factors.

We expect that our competitors will continue to improve the design and performance of their products
and to introduce new products with competitive performance characteristics. We believe we will be required to
maintain a high level of investment in research and development and sales and marketing in order to remain
competitive.

Intellectual Property

We pursue patent, trademark and/or copyright protection for most of our products. We currently hold 91
United States patents and 61 foreign patents, have 27 pending patent applications in the United States, 157
pending foreign patent applications, and intend to file additional patent applications as appropriate. Our
patents expire between 2003 and 2021. There can be no assurance that patents will be issued from any of these
pending applications or that any claims in existing patents, or allowed from pending patent applications, will be
sufficiently broad to protect our technology.

There has been substantial litigation regarding patent and other intellectual property rights in semicon-
ductor-related industries. While we intend to protect our intellectual property rights vigorously, there can be
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no assurance that any of our patents will not be challenged, invalidated or avoided, or that the rights granted
thereunder will provide us with competitive advantages. Litigation may be necessary to enforce our patents, to
protect our trade secrets or know how, to defend us against claimed infringement of the rights of others, or to
determine the scope and validity of the patents or other intellectual rights of others. Any such litigation could
result in substantial cost and divert the attention of management, which by itself could have a material adverse
effect on our financial condition and operating results. Further, adverse determinations in such litigation could
result in our loss of intellectual property rights, subject us to significant liabilities to third parties, require us to
seek licenses from third parties or prevent us from manufacturing or selling our products, any of which could
have a negative impact on our financial condition and results of operations. For more information regarding
litigation in which we are currently engaged, please see “Item 3 — Legal Proceedings” below.

We also rely on trade secrets and proprietary technology that we seek to protect, in part, through
confidentiality agreements with employees, consultants and other parties. There can be no assurance that these
agreements will not be breached, that we will have adequate remedies for any breach, or that our trade secrets
will not otherwise become known to or independently developed by others. Also, the laws of some foreign
countries do not protect our intellectual property rights to the same extent as the laws of the United States.

Backlog

Our backlog was approximately $81.8 million, $61.5 million, and $119.6 million as of the fiscal years
ended March 31, 2003, 2002, and 2001, respectively. We include in our backlog only orders for which a
customer’s purchase order has been received and a delivery date within 12 months has been specified. As
backlog may be cancelled or delayed by customers with limited or no penalty, our backlog is not necessarily
indicative of future revenues or earnings. ’

Employees

As of March 31, 2003, we employed 872 persons on a full-time basis, including 138 in research and
development, 34 in manufacturing operations (including quality assurance), 128 in sales and marketing
(including customer service), 58 in finance and administration, 244 in international operations and 270 at
ASI. Additionally, we employed 8 persons on a temporary basis. We have never had a work stoppage or strike.
Approximately 200 employees of ASI are represented by a labor union. We consider our employee relations to
be good. During fiscal year 2003 and the first month of fiscal 2004, we restructured certain domestic and
international operations in response to continued difficult market conditions. As a result of these restructuring
activities, we terminated the employment of approximately 683 full-time employees from our operations in the
United States and approximately 56 employees from our international operations during fiscal 2003 and the
first month of fiscal 2004.

Financial Information by Business Segment and Geographic Data

As a result of the acquisition of 51 percent ASI in October 2002, we now operate and track our results in
two segments: Fab Automation Solutions and Automated Material Handling Systems (“AMHS”). Fab
Automation Solutions include interface products, substrate-handling robotics, wafer and reticle carriers, auto-
ID systems, sorters and connectivity software. AMHS products include automated transport and loading
systems for semiconductor fabs and flat panel display manufacturers. The Chief Operating Decision Maker is
our Chief Executive Officer. The information included in Note 12 of Notes to the Consolidated Financial
Statements, is incorporated herein by reference.

Environmental Compliance

Our operations are subject to certain federal, state and local regulatory requirements relating to the use,
storage, discharge and disposal of hazardous chemicals used during the manufacturing processes. We believe
that our operations are currently in compliance in all material respects with applicable regulations and do not
believe that costs of compliance with these laws and regulations will have a material effect on our capital
expenditures, operating results or competitive position. Currently we have no commitments with environmen-
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tal authorities regarding any compliance related matters. However, there can be no assurance that additional
environmental matters will not arise in the future or that costs will not be incurred with respect to sites as to
which no problem is currently known.

Additional Information

The Company was incorporated in California on May 31, 1984, We file the following reports with the
SEC: our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act. We
maintain a site on the world wide web at www.asyst.com, however, information found on our web site is not
incorporated by reference into this report. The public may read and copy any materials we file with the SEC at
the SEC’s Public Reference Room at 450 Fifth Street, NW, Washington, DC 20549. The public may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. We are
an electronic filer with the SEC. The SEC maintains a web site at www.sec.gov that contains reports, proxy
and information statements, and other information regarding issuers that file electronically.

In fiscal 2004, we intend to adopt a code of ethics that applies to our principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions. We intend
to post the text of our code of ethics on our website at www.asyst.com in connection with “Investor” materials.
In addition, we intend to promptly disclose (1) the nature of any amendment to our code of ethics that applies
to our principal executive officer, principal financial officer, principal accounting officer or controller, or
persons performing similar functions and (2) the nature of any waiver, including an implicit waiver, from a
provision of our code of ethics that is granted to one of these specified officers, the name of such person who is
granted the waiver and the date of the waiver on our website in the future.

Item 2 Properties

We are headquartered in Fremont, California and maintain the following facilities:

Square

. Footage Lease
Location Functions (approximate) Expiration
Fremont, California........... Corporate headquarters, R&D 91,275 October 2005
Fremont, California........... Administration, R&D 35,360 January 2005
Fremont, California........... Administration, R&D 35,360' February 2008
Fremont, California........... Administration, R&D 56,400 May 2005
Andover, Massachusetts..... .. Sales and support 5,308 September 2006
Vancouver, Washington ....... Sales and support 3,716 June 2003
Williston, Vermont ........... Sales and support 11,400 August 2004
Nagoya, Japan............... Administration, manufacturing, R&D 66,500 Owned
Tokyo, Japan ............: ~... Administration, sales and support 3,023 Januvary 2005
Yokohama, Japan ............ Administration, sales and support 14,466 March 2004
Hsin-Chu City, Taiwan ....... Administration, sales and support 5,821 May 2005
Shanghai, China ............. Sales and support 3,414 September 2003
Crawley, UK .. .. .. e Sales and support 5,500 November 2011
Evry Cedex, France .......... Sales and support 356 August 2003
Dresden, Germany ........... Sales and support ‘ 2,377 March 2004
Bangalore, India ............. R&D, sales and support 2,720 May 2004
Ise, Japan................... Administration, manufacturing, R&D 176,120 September 2007
Tokyo, Japan ................ Sales and support 3,540 April 2004

In addition to the above facilities, there are a number of properties under lease that we do not currently
use or occupy at this time. These properties include a total of approximately 116,659 square feet of leased
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office space. Some of these properties are presently either fully or partially subleased. We are actively
exploring options to market these surplus properties for sublease or sale or to negotiate early termination
agreements for the leases in question.

We own undeveloped land in Fremont, California. Initially, we leased the land from a syndicate of
financial institutions pursuant to an original lease agreement dated June 30, 2000, which was subsequently
amended on February 21, 2001 and May 30, 2001. We purchased the land on October 22, 2001 for
$41.1 million, and paid the syndicate of financial institutions approximately $2.9 million for engineering costs
incurred in preparation for making leasehold improvements to the land. Based upon market data at June 30,
2001 and our non-cancelable commitment to purchase the land, we estimated that the then market value of
the land had been impaired and recorded a $15.0 million write-down to its estimated market value during the
quarter ended June 30, 2001. We recorded an additional $7.1 million write-down in fiscal 2003 based on our
revised estimate of market value. We continue to hold the land for sale.

Item 3 Legal Proceedings

On October 28, 1996 we filed suit against Empak, Inc., Emtrak, Inc., Jenoptik AG, and Jenoptik Infab,
Inc., alleging, among other things, that certain products of these defendants infringe our United States Patents
Nos. 5,097,421 (“the ’421 patent”) and 4,974,166 (“the 166 patent”). Defendants filed answers and
counterclaims asserting various defenses, and the issues subsequently were narrowed by the parties’ respective
dismissals of various claims, and the dismissal of defendant Empak pursuant to a settlement agreement. The
remaining patent infringement claims against the remaining parties proceeded to summary judgment, which
was entered against us on June 8, 1999. We thereafter took an appeal to the United States Court of Appeals
for the Federal Circuit. On October 10, 2001, the Federal Circuit issued a written opinion, Asyst
Technologies, Inc. v. Empak, 268 F.3d 1365 (Fed. Cir. 2001), reversing the decision of the trial court, and
remanding the matter to the trial court for further proceedings. We have since narrowed our case to the
’421 patent, and we continue to seek monetary damages for defendants’ infringement, equitable relief, and an
award of attorneys’ fees. Defendants’ related declaratory judgment claims are also pending. The court held a
claims construction hearing on September 30, 2002, and issued its claims construction ruling on February 28,
2003. The Court has since set a trial date of November 3, 2003. We believe the remaining claims are
meritorious and intend to vigorously pursue this matter.

On February 25, 2003, Mihir Parikh, our former Chief Executive Officer and Chairman of the Board,
filed a demand for arbitration with the American Arbitration Association against us, alleging breach of his
employment agreement, wrongful termination in violation of public policy, discrimination based on age, race
and national origin, fraud and deceit, defamation and violation of the California Labor Code. On March 4,
2003, Dr. Parikh resigned as a member of the Company’s Board of Directors. On June 17, 2003, Dr. Parikh
filed an amended demand for arbitration adding as respondents our Chief Executive Officer and Chairman of
the Board, Stephen S. Schwartz, and three outside directors, Walter W. Wilson, Stanley J. Grubel and
Anthony E. Santelli to all claims other than the breach of contract claim. Dr. Parikh seeks compensatory
damages in excess of $2 million plus punitive damages and attorney’s fees. We deny Dr. Parikh’s allegations
and intend to defend the action vigorously. The arbitration hearing is scheduled for early 2004.

In July 2002, three former shareholders of SemiFab, Inc., a corporation that merged with a subsidiary of
ours in February 2001, filed a complaint in San Benito County Superior Court against us claiming breach of
contract, declaratory relief, conversion, constructive trust, and injunctive relief. The plaintiffs alleged that we
failed to provide sufficient funding to SemiFab to make specified capital expenditures, as required by the
merger agreement under which SemiFab was acquired. They further alleged that they were entitled to receive
approximately 450,000 shares of our stock pursuant to the achievement of milestones on specified dates. The
plaintiffs sought the shares of common stock, plus interest, attorney fees and other relief. We dénied that we
failed to fulfill our obligations under the merger agreement. Following mediation, we and the plaintiffs entered
into a settlement agreement that disposed of the matter.

From time to time, we are also involved in other legal actions arising in the ordinary course of business.
We have incurred certain costs while defending these matters. There can be no assurance third party
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assertions will be resolved without costly litigation, in a manner that is not adverse to our financial position,
results of operations or cash flows or without requiring royalty payments in the future which may adversely
impact gross margins. No estimate can be made of the possible loss or possible range of loss associated with
the resolution of these contingencies. As a result, no losses have been accrued in our financial statements as of
March 31, 2003.

Item 4 Submission of Matters to a Vote for Security Holders

No matters were submitted to a vote of security holders during the fourth quarter.

PART II

Item 5 Market for the Registrant’s Common Equity and Related Shareholder Matters

Price Range of Common Stock

Since September 22, 1993, our common stock, no par value, has been traded on the Nasdaq National
Market under the symbol “ASYT.” The price per share reflected in the following table represents the range of
high and low closing prices for our common stock as reported on the Nasdaq National Market for the periods
indicated.

: _High  Low
April 1-June 30, 2001 ... oo e $22.62  $10.69
July 1 -September 30, 2001 . ... . $17.10  $ 9.05
October 1 - December 31, 2001 .. ... .o $13.05 § 8.02
January 1-March 31,2002 . ... .o P $19.33  $12.90
April 1-June 30, 2002 .. ..o e $20.41  $14.06
July 1-September 30, 2002 . ... ... e $19.26 $ 6.04
October 1 - December 31, 2002 .. ... i $ 858 §$ 351
January 1-March 31, 2003 . ... $10.71  $ 542

Approximate Number of Equity Security Holders

There were approximately 399 record holders of our common stock as of March 31, 2003.

Dividends

We have not paid any cash dividends since our inception and do not anticipate paying cash dividends in
the foreseeable future. ~ e .

Equity Compensation Plan Information

Information regarding the equity compensation plans will be contained in the Definitive Proxy Statement
with respect to the Annual Meeting of Shareholders under the caption “Compensation — Equity Compensa-
tion Plan Information,” and is incorporated by reference into this report. All of the equity compensation plans
have been approved by the shareholders.

Refer to Part III, Item 12 of this Annual Report on Form 10-K for certain information required to be
disclosed by Item 201(d) of Regulation S-K incorporated by reference.
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Item 6 Selected Consolidated Financial Data

We acquired companies in fiscal 2003, 2002, 2001, 2000 and 1999, and our implementation of
SAB No. 101, SFAS No. 142 and SFAS No. 144 has impacted the year over year comparability of the
selected financial data. The following table reflects selected consolidated financial data (in thousands, except

per share amounts):

Consolidated Statements of Operations

Data:

Netsales ........... oo i,
Gross profit .......... ... . ... ...
In-process research and development of
acquired businesses ...................
Operating income (loss) ................
Gain on sale of wafer and reticle carrier
products ............ e
Income (loss) from continuing operations
before discontinued operations and
cumulative effect of a change in
accounting principle ......... ... ... ..
Discontinued operations, net of income tax
Cumulative effect of change in accounting
principle, net of tax...................
Net income (loss) ............. ... ....
Basic Earnings (Loss) Per Share:

Income (loss) from continuing operations
before discontinued operations and
cumulative effect of a change in
accounting principle ................

Cumulative effect of a change in
accounting principle, net of income tax

Shares used in basic earnings per share
calculation ............ .. ... ... ...

Diluted Earnings (Loss) Per Share:

Income (loss) from continuing operations
before discontinued operations and
cumulative effect of a change in
accounting principle ................

Cumulative effect of a change in
accounting principle ................

Shares used in diluted earnings per share
calculation ........... . ... ... ...

Consolidated Balance Sheet Data:

Cash and cash equivalents, restricted
cash and cash equivalent, and short-
term investments...................

Working capital ............. ... .....

Total assets ..........c..couiiien...

Long-term debt and finance leases, net of
current portion. . ....... ... ..

Shareholders’ equity ..................

Fiscal Years Ended March, 31

2003 2002 2001 2000 1999

$ 259495 § 183,234 $491,542 $225,554 § 92,948
75,052 40,928 185,746 103,055 33,053
7,832 2,000 — 4,884 7,100
(83,603)  (132,084) 43,106 15456  (39,475)

28,420 — — — —
(114,773)  (97.514) 29,532 10,019  (26,931)
(21,096)  (51,403) — — —

— — (2,506) — —
(135,869)  (148917) 27,026 10,019  (26,931)
$  (3.06) (2.76) 0.90 0.36 (1.15)
$ — — § (008) $§ — § —
37,489 35,373 32,697 27,639 23460
$  (3.06) (276) $ 085 $ 032 § (115)
$ — — $ o7 $ — 3 —
37,489 35,373 34,928 30,986 23,460

$ 99,302 $ 84,629 $ 90,249 $106,088 $ 35,762
89,723 122,594 179,154 171,550 72,484

395,225 344,415 408,432 329,200 124,288
114,812 90,331 3,683 910 2,876
68,034 164,937 302,463 233,106 96,634
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Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and the related notes included elsewhere in this Annual
Report on Form 10-K. This discussion contains forward-looking statements, which involve risk and uncertain-
ties. Our actual results could differ materially from those anticipated in the forward looking statements as a
result of certain factors, including but not limited to those discussed in “Risk Factors” and elsewhere in this
Annual Report.

Overview

We develop, manufacture, sell and support integrated automation systems for the semiconductor, or chip,
and flat panel display, or FPD, manufacturing industries. Our systems are designed to enable semiconductor
and FPD manufacturers to increase their manufacturing productivity and yield and to protect their investment
in fragile materials and work-in-process.

We sell our systems directly to semiconductor and FPD manufacturers, as well as to original equipment
manufacturers, or OEMs, that integrate our systems with their equipment for sale to semiconductor
manufacturers.

In response to the industry downturn, we have reduced costs in several areas. In October 2002, we began
transitioning substantially all of our manufacturing to Solectron Corporation, which we believe will reduce our
fixed manufacturing costs and improve our ability to respond to sales fluctuations. Over the past two years, we
have also reduced our workforce from a peak of approximately 1,800 employees to approximately
872 employees.

We sell our products principally through a direct sales force worldwide. Qur functional currency is the
U.S. dollar, except in Japan where our functional currency is the Japanese yen. The costs and -expenses of our
international subsidiaries are recorded in local currency, and foreign currency translation adjustments are
reflected as a component of “Accumulated other comprehensive loss” in our Consolidated Balance Sheets.

Acquisitions

In October 2002, we purchased a 51 percent interest in Asyst Shinko, Inc. (“ASI” or “Asyst Shinko”), a
Japanese corporation.

In May 2002, Asyst Connectivity Technologies, Inc., or ACT, a wholly-owned subsidiary of Asyst,
purchased substantially all of the assets of domainLogix Corporation, or DLC, a Delaware corporation.

In May 2001, we acquired 100 percent of the common stock of GW Associates, Inc., or GW, a California
corporation.

In February 2001, we acquired 100 percent of the common stock of Advanced Machine Programming,
Inc., or AMP, a Delaware corporation and manufacturer of precision parts. We sold this subsidiary in March
2003.

In February 2001, we acquired 100 percent of the common stock of SemiFab, Inc., or SemiFab, a
Delaware corporation and manufacturer of environmental control equipment and a contract manufacturer. We
sold this subsidiary in March 2003.

In fiscal 2000, we acquired a majority ownership percentage of MECS, a Japanese engineering and
robotics manufacturing company, and in fiscal 2003 our ownership percentage increased 2.1 percent to
98.9 percent. MECS is now merged into AJI, a wholly-owned subsidiary of Asyst.

All of the above transactions were accounted for using the purchase method of accounting. Accordingly,
our Consolidated Statements of Operations and of Cash Flows for each of the years in the three year period
ended March 31, 2003 include the results of these acquired entities for the periods subsequent to their
respective acquisitions, as applicable. We consolidate fully the financial position and resuits of operations of
ASI and account for the minority interest in the Consolidated Financial Statements.
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Critical Accounting Policies and Estimates
General

Our discussion and analysis of our financial condition and results of operations are based upon our
consolidated financial statements, which have been prepared in accordance with accounting principles
generally accepted in the United States of America. The preparation of these financial statements requires us
to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses,
and related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates,
including those related to allowance for doubtful accounts, inventories, investments, deferred tax assets,
income taxes, warranty obligations and restructuring and impairment charges. We base our estimates on
historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates
under different assumptions or conditions.

We believe the following critical accounting policies affect our more significant judgments and estimates
used in the preparation of our consolidated financial statements.

Revenue Recognition

We recognize revenue in accordance with SEC Staff Accounting Bulletin No. 101, or SAB 101,
“Revenue Recognition in Financial Statements.” We recognize revenue when persuasive evidence of an
arrangement exists, delivery has occurred or services have been rendered, the seller’s price is fixed or
determinable, and collectibility is reasonably assured. Some of our products are large volume consumables .
that are tested to industry and/or customer acceptance criteria prior to shipment. Revenue for these types of
products is recognized at shipment.

Certain of our product sales are accounted for as multiple-element arrangements. If we have met defined
customer acceptance experience levels with both the customer and the specific type of equipment, we
recognize the product revenue at the time of shipment and transfer of title, with the remainder when the other
elements, primarily installation, have been completed. Other products are highly customized systems that
cannot be completed or adequately tested to customer specifications prior to shipment from the factory. We do
not recognize revenue for these products until formal acceptance by the customer.

Revenues from long-term contracts are recognized using the percentage-of-completion method of
contract accounting, based on the ratio that costs incurred to date bear to estimated total costs at completion.
When using the percentage of completion method, revisions in revenue and cost estimates are recorded in the
periods in which the facts that require such revisions become known and losses, if any, are provided for in the
period in which such losses are first identified by management. We utilize the percentage-of-completion
method due to the significance of the service effort and the length of time of the contracts.

Revenue for spare parts is recognized on shipment. Revenue related to maintenance and service contracts
is recognized ratably over the duration of the contracts. Unearned maintenance and service contract revenue is
not significant and is included in accrued liabilities.

We account for software revenue recognition in accordance with the American Institute of Certified
Public Accountants’ Statement of Position 97-2, “Software Revenue Recognition”. Revenues for integration
software work are recognized on a percentage of completion basis. Software license revenue, which is not
material to the consolidated financial statements, is recognized when the software is shipped; payment is due
within one year; collectibility is probable and there are no significant obligations remaining.

Allowance for Doubtful Accounts

We estimate our allowance for doubtful accounts based on a combination of specifically identified
amounts and a general reserve calculated based on the aging of receivables. If circumstances change (such as
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an unexpected material adverse change in a major customer’s ability to meet its financial obligations to us or
its payment trends), we may adjust our estimates of the recoverability of amounts due to us.

Inventory Reserves

We evaluate the recoverability of all inventory, including raw materials, work-in-process, finished goods,
and spare parts to determine whether adjustments for impairment are required. Inventory which is obsolete or
in excess of our demand forecast is fully reserved. If actual demand is lower than our forecast, additional
inventory write-downs may be required.

Goodwill and Other Intangible Assets

Effective April 1, 2002, we adopted Statement of Financial Accounting Standards No. 142, “Goodwill
and Other Intangible Assets” (“SFAS No. 142”). SFAS No. 142 requires that goodwill and identifiable
intangible assets with indefinite useful lives no longer be amortized, but instead be tested for impairment at
least annually. SFAS No. 142 also requires that intangible assets with estimable useful lives be amortized over
their respective estimated useful lives to their estimated residual values and reviewed for impairment in
accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.”
Furthermore, SFAS No. 142 includes provisions on the identification of intangible assets, reclassification of
certain intangible assets from previously reported goodwill, and reassessment of the useful lives of existing
intangible assets. At March 31, 2003, we had $142.4 million of goodwill and intangible assets, net of
accumulated amortization, recorded on our balance sheet.

We completed an annual goodwill impairment test in the third quarter of fiscal 2003. The first step of the
test identifies if an impairment may have occurred, while the second step of the test measures the amount of
the impairment, if any. As a result of the test, a goodwill impairment expense of $2.1 million was recognized.
To determine the amount of the impairment, we estimated the fair value of our reporting segments that
contained goodwill (based primarily on expected future cash flows), reduced the amount by the fair value of
identifiable intangible assets other than goodwill (aiso based primarily on expected future cash flows), and
then compared the unallocated fair value of the business to the carrying value of goodwill. To the extent
goodwill exceeded the unallocated fair value of the business, an impairment expense was recognized. In
connection with the annual impairment analysis for goodwill, we assessed the recoverability of the intangible
assets subject to amortization in accordance with SFAS No. 144. During fiscal 2003, an impairment expense
of $6.2 million was recognized for acquired technology and $0.1 million was recognized for customer base,
based upon our projection of significantly reduced future cash flows of ACT.

Warranty Accrual

Our warranty policy generally states that we will provide warranty coverage for a predetermined amount
of time, generally 12 or 24 months, for material and labor to repair and service our equipment. In fiscal 2003
we outsourced all of our product manufactured in the United States to Solectron Corporation. Solectron
assumes the warranty liability for the first 12 months on product it manufacturers, with Asyst liable for
warranty obligations thereafter. We record the estimated warranty cost upon shipment of our product. The
estimated warranty cost is determined based on the warranty term and historical warranty costs for a specific
product. If actual product failure rates or material usage differs from our estimates, we may need to revise our
estimated warranty reserve.

Accounting for Income Taxes

We have recorded a valuation allowance to reduce our deferred tax assets to the amount that is more
likely than not to be realized. We have considered our future taxable income and tax planning strategies in
assessing our valuation allowance. Future taxable income is based upon our estimates, and actual results may
significantly differ from these estimates due to the volatility of our industry. If in the future we determine that
we would be able to realize our deferred tax in excess of the net amount recorded, we would record an
adjustment to the deferred tax asset, increasing income in the period such determination was made. Likewise,
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should we determine that we would not be able to realize all or part of our net deferred tax asset in the future,
we would record an adjustment to the deferred tax asset, charging income in the period such determination
was made.

Results of Operations
Net Sales

Net sales for the fiscal year ended March 31, 2003 were $259.5 million, an increase of $76.3 million or
42 percent from the prior year. The increase in fiscal 2003 sales was due primarily to the establishment of ASI.
Excluding the impact of ASI, net sales for fiscal 2003 were $213.0 million, an increase of $29.8 million or
16 percent from the prior year. The increase was primarily attributable to increased sales to customers in
China and Taiwan, partially offset by decreased sales to customers in North America. Net sales for the fiscal
year ended March 31, 2002 were $183.2 million, a decrease of $308.3 million or 63 percent from fiscal 2001.
The reduction in fiscal 2002 sales was directly attributable to the reduced capital spending of semiconductor
manufacturers due to the general decline in demand for chips.

Gross Profit

Because the semiconductor capital equipment industry is subject to rapid increases and decreases in
demand, we have made significant reductions and changes in our manufacturing operations to decrease the
fixed component of our manufacturing costs and improve our margins during downturns. In fiscal 2002 we
reduced our manufacturing headcount and consolidated manufacturing into two facilities versus four. In fiscal
2003 we began transitioning all of our U.S. manufacturing operations to Solectron, a contract manufacturer.
We expect this outsourced manufacturing mode! will significantly improve our gross profits on outsourced
products in fiscal 2004 and beyond.

Our gross profit was $75.1 million for the fiscal year ended March 31, 2003, $40.9 million for the fiscal
year ended March 31, 2002 and $185.7 million for the fiscal year ended March 31, 2001. This represents
28.9 percent of net sales for the fiscal year ended March 31, 2003, 22.3 percent of net sales for the fiscal year
ended March 31, 2002 and 37.8 percent of net sales for the fiscal year ended March 31, 2001. The
improvement as a percent of sales in fiscal 2003 was primarily attributable to increased sales volumes, which
better absorbed manufacturing overhead, facility and headcount reduction actions taken in the prior fiscal
year, and higher mix of 200mm products, offset by lower gross margins on our Asyst Shinko AMHS products.
The decrease in fiscal 2002 versus the prior year was primarily attributable to significantly reduced sales, as
well as a $12.8 million inventory reserve recorded in fiscal 2002,

Research and Development

We believe that research and development, or R&D, of new automation solutions and the enhancement
of current products are critical to our competitiveness. We believe it is important to maintain our commitment
to these development programs during industry downturns so that we will be positioned with competitive
products during upturns. Our ongoing commitment to R&D is evidenced by our consistent level of spending
over the past three fiscal years despite the dramatic up and down changes in sales. R&D expenses were
$40.1 million for the fiscal year ended March 31, 2003, $39.0 million for the fiscal year ended March 31, 2002
and $44.3 million for the fiscal year ended March 31, 2001. This represents 15.4 percent of net sales for the
fiscal year ended March 31, 2003, 21.3 percent of net sales for the fiscal year ended March 31, 2002 and
9.0 percent of net sales for the fiscal year ended March 31, 2001. We increased R&D spending in fiscal 2003 as
we continued strategic product development programs and added the R&D spending of ASI and ACT,
although R&D as a percentage of sales decreased due to higher sales. The decrease in fiscal 2002 spending
from fiscal 2001 resulted from the reduction or elimination of certain 200mm engineering programs, although
R&D as a percentage of sales increased significantly due to the drop in sales.
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Selling, General and Administrative

Over the past two years we have reduced selling, general and administrative, or SG&A, expenses to better
align our spending with lower sales levels. Our efforts were evident in fiscal 2003 as SG&A expenses declined
to $74.2 million, or 28.6 percent of net sales, compared with $76.3 million, or 41.6 percent of net sales in fiscal
2002. SG&A expense was $90.4 million for the fiscal year ended March 31, 2001, representing 18.4 percent of
net sales for the period. The decreases in fiscal 2003 and fiscal 2002 resulted primarily from workforce
reductions, facility closures, and reduced discretionary spending offset in fiscal 2003 by increases due to
acquisitions of ASI and DLC. In the first month of fiscal 2004 we made additional reductions in SG&A
expenses, primarily through workforce reductions, in response to continued market weakness.

Amortization of Acquired Intangible Assets

Amortization expenses relating to acquired intangible assets were $14.1 million for the fiscal year ended
March 31, 2003, $7.1 million for the fiscal year ended March 31, 2002 and $7.0 million for the fiscal year
ended March 31, 2001. This represents 5.4 percent of net sales for the fiscal year ended March 31, 2003,
3.9 percent of net sales for the fiscal year ended March 31, 2002 and 1.4 percent of net sales for the fiscal year
ended March 31, 2001. We amortize acquired intangible assets over periods ranging from three to ten years.
The increase in amortization expenses in fiscal 2003 is primarily due to the acquisition of the ASI joint venture
interest.

Restructuring Charges

Restructuring charges and related utilization for fiscal years 2003, 2002 and 2001 were as follows:

Severance
and Excess Fixed Asset
Benefits Facility Impairment Total
Balance, March 31,2000 ...................... — — — —
Additional accruals . .............. ... ....... $ 540 § 439 — $ 979
Non-cash related utilization .................. (540) (439) — (979)
Balance, March 31,2001 ...................... — — — —
Additional accruals . ....... ... . 4,278 3,685 $ 200 8,163
Non-cash related utilization .................. — (781) — (781)
Amounts paid incash ....................... (3,537) (472) — (4,009)
Balance, March 31,2002 ...................... 741 2,432 200 3,373
Additional accruals. ......................... 2,125 2,733 2,161 7,019
Non-cash related utilization .................. (331) (214) (2,077) (2,622)
Amounts paidincash ....................... (2,244)  (1,334) (92) (3,670)
Balance, March 31,2003 ...................... $§ 291 § 3,617 $ 192 $ 4,100

In the quarter ended September 30, 2002, we recorded severance charges of $0.8 million and contractual
obligations of $0.6 million as a result of workforce reduction measures affecting approximately 24 employees
and a manufacturing outsourcing agreement whereby approximately 191 employees joined Solectron. The
workforce reduction affected employees in manufacturing, sales, research and development and administra-
tion. An additional charge of $1.6 million relates to excess facilities that we have under lease but have
abandoned as a result of the manufacturing outsourcing agreement. We also recorded a fixed asset impairment
charge of $1.5 million for assets that will not be used as we consolidate facilities and integrate certain
programs into a joint venture.

In the quarter ended December 31, 2002, we recorded an excess facility charge of $1.1 million reflecting
revised estimates of future sublease income based on continued weakness in the Austin commercial real estate
market. We also recorded severance charges of $0.7 million are the result of headcount reductions of 52
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employees, including manufacturing, sales, research and development and administrative staff. We also
recorded a fixed asset impairment charge of $0.7 million for assets disposed of due to our headcount reductions
and vacating facilities.

In fiscal 2002, we recorded restructuring charges in connection with our plan to shut down some of our
manufacturing and service locations, outsource some of our manufacturing activities and consolidate the
remainder of our domestic manufacturing in Fremont, California, as well as to reduce our workforce due to
economic conditions. These charges included approximately $3.9 million in write-downs of assets and reserves
for lease commitments, net of estimated sublease income that we expect to generate from the vacated
facilities, and severance costs of approximately $4.3 million related to reductions in force of approximately 450
employees or approximately 29 percent of our workforce.

We expect to utilize approximately $2.5 million of the remaining balance of $4.1 million during 2004, and
the remaining balance, primarily unused leased facilities, over the following three fiscal years.
Asset Impairment Charges

Asset impairment charges for fiscal years 2003, 2002 and 2001 were as follows:
Fiscal Years Ended March 31,

2003 2002 2001

Goodwill and intangible impairment . .......... ... ... ... .. .. ... $ 8,398 $22,574 $—
Land impairment . . . ...t e 7,121 17,925  —
TotalS .o $15,519 -$40,499 $:—

In fiscal 2003, we completed an annual goodwill impairment test and determined that impairment
charges of $8.4 million were required because the estimated fair value of certain businesses were less than
their book values. The charges were measured by comparing the forecasted undiscounted cash flows, which we
believe approximates fair value, with their corresponding book values. The charges relate to goodwill and
intangible assets recorded in connection with our May 2002 acquisition of DLC.

In fiscal 2002, we completed an annual goodwill impairment test and determined that impairment
charges of $22.6 million were required because the estimated fair value of certain businesses were less than
their book values. The charges were measured by comparing the forecasted undiscounted cash flows, which we
believe approximates fair value, with their corresponding book values. The charges relate to goodwill and
intangible assets recorded in connection with previously acquired businesses.

We own undeveloped land in Fremont, California. Initially, we leased the land from a syndicate of
financial institutions pursuant to an original lease agreement dated June 30, 2000, which was subsequently
amended on February 21, 2001 and May 30, 2001. We purchased the land on October 22, 2001 for
$41.1 million, and we paid the syndicate of financial institutions approximately $2.9 million for engineering
costs incurred in preparation for making leasehold improvements to the land. Based upon market data at
June 30, 2001 and our noncancelable commitment to purchase the land, we estimated that the then market
value of the land had been impaired and recorded a $15.0 million write-down to its estimated market value
during the quarter ended June 30, 2001. We recorded an additional $7.1 million write-down in fiscal 2003
based on our revised estimate of market value. We continue to hold the land for sale.

In-Process Research and Development Costs of Acquired Businesses

In October 2002, we acquired 51 percent of the common stock of ASI, our Japanese AMHS joint venture
company. In connection with the purchase price allocation, in the quarter ended December 31, 2002 we
assigned $5.8 million to in-process research and development, or IPR&D. In June 2002, we acquired DLC. In
connection with the purchase price allocation $2.0 million was assigned to IPR&D. In May 2001, we acquired
GW Associates. In connection with the purchase price allocation $2.0 million was assigned to IPR&D. The
amount allocated to IPR&D was determined through established valuation techniques in the high-technology
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industry and was expensed upon acquisition, as it was determined that the projects had not reached
technological feasibility at the time of our acquisition.

Gain on Sale of Wafer and Reticle Carrier Products

In fiscal 2003 we sold our wafer and reticle carrier (WRC) products to Entegris for net proceeds of
$34.2 million. As a result of this transaction, we recorded a gain on sale of $28.4 million. The wafer and reticle
carrier products contributed revenues of $31.1 million, $28.9 million and $38.8 million in fiscal years 2003,
2002 and 2001, respectively.

Other Income (Expense), net excluding gain on sale of wafer and recticle carrier products

Other income (expense), net excluding gain on sale of WRC was $(6.9) million for the fiscal year ended
March 31, 2003, $(3.5) million for the fiscal year ended March 31, 2002 and $3.7 million for the fiscal year
ended March 31, 2001. The increased net expense in fiscal 2003 compared with fiscal 2002 is primarily
attributable to financing costs and fees related to funding the ASI joint venture transaction, increased interest
expense related to the $25 million credit facility which was established and drawn down to partially fund the
transaction, lower interest-bearing cash balances, lower interest rates on invested cash and greater interest
expense related to the sale of $86.3 million of 5% percent convertible subordinated notes on July 3, 2001. The
increased net expense in fiscal 2002 compared with fiscal 2001 is primarily due to interest expense related to
the sale of $86.3 million of 5% percent convertible subordinated notes on July 3, 2001.

Provision for (Benefit from) Income Taxes

As a result of the review undertaken at September 30, 2002, we concluded that it was appropriate to
establish a full valuation allowance for our net deferred tax assets. We therefore recorded a tax provision of
$57.3 million in fiscal 2003. We expect to continue this practice until we can sustain a level of profitability that
demonstrates the ability to utilize our deferred tax assets. Provision for (benefit from) income taxes was
($38.0) million for the fiscal year ended March 31, 2002 and $17.2 million for the fiscal year ended March 31,
2001. This represents an effective tax rate (28.1) percent for the fiscal year ended March 31, 2002 and
36.8 percent for the fiscal year ended March 31, 2001.

Minority Interest

Minority interest for fiscal 2003 was $4.7 million. No minority interest was recorded in fiscal 2002 and
2001. This amount represents the 49 percent of our joint venture partner, Shinko Electric Co. Ltd. (Shinko),
in the operations of ASI.

Discontinued Operations, net of income tax

Loss from discontinued operations was $21.1 miilion for the fiscal year ended March 31, 2003 and
$51.4 million for the fiscal year ended March 31, 2002. The loss in fiscal 2002 included goodwill and
impairment charges of $37.8 million. In August 2002, we announced our intention to divest two subsidiaries,
AMP and SemiFab, in order to allow us to better focus on our core business. Both subsidiaries were divested
in March 2003.

Cumulative Effect of Change in Accounting Principles, Net of Tax Benefit

We recorded a non-cash charge of $2.5 million, net of an income tax benefit of $1.3 million, or a loss of
$0.07 per diluted share, to reflect the cumulative effect of the accounting change to comply with SAB 101 as
of the beginning of fiscal 2001. The deferred revenue recorded as a result of this accounting change was fully
recognized in fiscal 2001.
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Segment and Geographic Reporting

We have two reportable segments: Fab Automation and Automated Material Handling Systems
(“AMHS").

Fab Automation products include interface products, substrate-handling robotics, wafer and reticle
carriers, auto-ID systems, sorters and connectivity software.

AMHS products include automated transport and loading systems for semiconductor fabs and flat panel
display manufacturers.

We evaluate performance and allocate resources based on revenues and operating income (loss).

Segment information is summarized as follows (doilars in millions):
Fiscal Year Ended March 31,

2003 2002 2001

Fab Automation Products:

REVENUES &\ o ettt $213.1 $ 183.2  $491.5

Operating (10S8)/INCOME . . ... ootiiitee i $(66.9) $(132.1) § 43.1
AMHS:

ReVeNUES . . $464 $§ — § —

Operating (1088) /INCOME . ... .\vviie it $(167) § — § —
Total: '

Revenues ... ... $259.5 § 183.2  $491.5

Operating (loss)/income . ... ... ... ... i .. $(83.6) $(132.1) § 431

We acquired 51 percent of ASI on October 16, 2002. Operating segment data includes results from ASI
for the period from the effective date of the acquisition. Total operating loss is equal to consolidated loss from
operations for the periods presented. We do not ailocate other income (expense), net to individual segments.

Net sales by geography were as follows (dollars in millions):
Year Ended March 31,

2003 2002 2001
United STates. .. .o\ttt e $90.5 $ 8.4 $1923
Japan ... 48.0 45.6 102.8
TaIWATL © . oot . 47.0 20.3 98.3
Other Asia/Pacific (excluding Japan and Taiwan) ............... 51.1 16.6 58.3
BUurope ... 22.9 18.3 39.8
Total . o $259.5 $183.2  $491.5

Related Party Transactions

At March 31, 2003, we held notes from two former employees and two current employees totaling
$0.7 million. At March 31, 2002, we held notes from two former employees totaling $0.2 miilion and notes
from four current employees totaling $0.9 million. Also at March 31, 2002, we held two notes receivable from
a former executive officer totaling $0.8 million. These two notes were paid off in fiscal 2003. One other note
was transferred in connection with the sale of a business. Approximately $0.3 million and $0.6 million of the
notes receivable are secured by deeds of trust on certain real property and/or pledged securities of Asyst
owned by the employees and are included in other assets at March 31, 2003 and March 31, 2002, respectively.
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In April 2003 Asyst Shinko acquired the AMHS portion of Shinko Technologies, Inc. from Shinko, our
49% joint venture partner. Shinko Technologies provided service and support to Shinko customers in the
United States of America. The acquired subsidiary was named Asyst Shinko America. The purchase price of
approximately $2.3 million was based on the estimated fair value of assets less liabilities acquired.

The Company’s majority owned subsidiary, ASI, has certain transactions with the minority shareholder,
Shinko. At March 31, 2003, significant balances due from and owed to Shinko were (dollars in thousands):

Accounts and notes receivable from Shinko ...... ... ... ... L $ 391
Accounts payable due to Shinko . ........................ ... [, (8,500)
Accrued liabilities due to Shinko .. ... ... .. . . (753)

In addition, ASI purchased various administrative and IT services from Shinko in order to provide for an
orderly transition. During the year ended March 31, 2003, sales to and purchases from Shinko were (dollars in
thousands):

A $ 203
Material pUrChases ... ... ..o 3,285
Services purchased .. ... ... . e 4,421

Recent Accounting Proncuncements

In July 2001 the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standard (“SFAS”) No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 1427).
SFAS No. 142 discontinues amortization of goodwill and intangible assets deemed to have indefinite lives. In
addition, SFAS No. 142 includes provisions regarding: (1) the reclassification between goodwill and
identifiable intangible assets in accordance with the new definition of intangible assets as set forth in SFAS
No. 141, “Business Combinations”; (2) the reassessment of the useful lives of existing intangibles; and
(3) the testing for impairment of goodwill and other intangibles. We adopted SFAS No. 142 during the
quarter ended June 30, 2002.

In July 2001 the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations” (“SFAS
No. 143”), which addresses accounting and reporting for obligations associated with the retirement of tangible
long-lived assets and the associated asset retirement costs. We adopted SFAS No. 143 in fiscal 2003. The
adoption of SFAS No. 143 did not have a significant impact on our consolidated financial statements.

In October 2001 the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets” (“SFAS No. 144”). SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of,” and provides a single
accounting model for impairment of long-lived assets. SFAS No. 144 applies to all long-lived assets, including
discontinued operations, and consequently amends the accounting and reporting provisions of Accounting
Principles Board Opinion No. 30, “Reporting the Results of Operations — Reporting the Effects of Disposal
of a Division of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions.”
SFAS No. 144 develops one accounting model for long-lived assets that are to be disposed of by sale and
requires the measurement to be at the lower of book value or fair value less cost to sell. Additionally, SFAS
No. 144 expands the scope of discontinued operations to include all components of an entity with operations
that (1) can be distinguished from the rest of the entity and (2) will be eliminated from the ongoing
operations of the entity in a disposal transaction. We adopted SFAS No. 144 in the first quarter of fiscal 2003.

In June 2002 the FASB issued SFAS No. 146, “Accounting for Exit or Disposal Activities” (“SFAS
No. 146”). SFAS No. 146 addresses significant issues regarding the recognition, measurement, and reporting
of costs that are associated with exit and disposal activities, including restructuring activities that are currently
accounted for under Emerging Issues Task Force (“EITF”) Issue No. 94-3, “Liability Recognition for
Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs
Incurred in a Restructuring)” (“EITF Issue No. 94-3). The scope of SFAS No. 146 also includes costs
related to terminating a contract that is not a capital lease and termination benefits that employees who are

22




involuntarily. terminated receive under the terms of a one-time benefit arrangement that is not an ongoing
benefit arrangement or an individual deferred-compensation contract. The provisions of EITF Issue No. 94-3
continue to apply for an exit activity initiated under an exit plan that met the criteria of EITF Issue No. 94-3
prior to the adoption of SFAS No. 146. The effect on adoption of SFAS No. 146 will change on a prospective
basis the timing of when restructuring charges are recorded from a commitment date approach to when the
liability is incurred. We adopted SFAS No. 146 during the quarter ending March 31, 2003. The adoption of
SFAS No. 146 to date has not had a significant impact on our consolidated financial statements.

In November 2002, the FASB issued Interpretation No. 45 (“FIN 457}, “Guarantor’s Accounting and
Disclosure requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” The
Interpretation elaborates on the existing disclosure requirements for most guarantees, including loan
guarantees such as standby letters of credit. It also clarifies that at the time a company issues a guarantee, the
company must recognize an initial liability for the fair value, or market value, of the obligations it assumes
under the guarantee and must disclose that information in its interim and annua! financial statements. The
provisions related to recognizing a liability at inception of the guarantee for the fair value of the guarantor’s
obligations does not apply to product warranties or to guarantees accounted for as derivatives. The initial
recognition and initial measurement provisions apply on a prospective basis to guarantees issued or modified
after December 31, 2002.

We, as permitted under California law and in accordance with our Bylaws, have indemnification
obligations to our officers and directors for certain events or occurrences, subject to certain limits, while they
were serving at our request in such capacity. The maximum amount of potential future indemnification is
unlimited; however, we have a Director and Officer Insurance Policy that enables us to recover a portion of
any future amounts paid. As a result of the insurance policy coverage, we believe the fair value of these
indemnification agreements is minimal.

Our sales agreements indemnify our customers for any expenses or liability resulting from claimed
infringements of patents, trademarks or copyrights of third parties. The terms of these indemnification
agreements are generally perpetual any time after execution of the agreement. The maximum amount of
potential future indemnification is unlimited. However, to date, we have not paid any claims or been required
to defend any lawsuits with respect to any claim.

Prior to December 31, 2002, we guaranteed certain lease payments with respect to equipment and real
estate of our Japanese subsidiary as disclosed in Note 9. We have not recorded a liability for the amount of our
guarantee.

As more fully described in Note 11, we are contingently liable to provide funding for plan benefits under a
pension plan of Asyst Shinko. Our consolidated financial statements include an accrued benefit liability of
$12.1 million at March 31, 2003.

These pension obligations are included in the Shinko pension plan. Under certain remote circumstances
including bankruptcy and inability to pay by Shinko, we may have to assume up to $200 million of pension
obligations. We have not recorded a liability for this as it is considered remote.

In November 2002 the EITF reached a consensus on EITF Issue No. 00-21, “Accounting for Revenue
Arrangements with Multiple Deliverables” (“EITF Issue No. 00-21). EITF Issue No. 00-21 provides
guidance on how to account for arrangements that involve the delivery or performance of multiple products,
services and/or rights to use assets. The provisions of EITF Issue No. 00-21 will apply to revenue
arrangements entered into in fiscal periods beginning after June 15, 2003. The adoption of EITF Issue
No. 00-21 to date has not had a significant impact on our consolidated financial statements.

In December 2002 the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure — an amendment of FASB Statement No. 123” (“SFAS No. 148”). SFAS
No. 148 provides alternative methods of transition for a voluntary change to the fair value based method of
accounting for stock-based employee compensation. SFAS No. 148 also requires that disclosures of the pro
forma effect of using the fair value method of accounting for stock-based employee compensation be displayed
more prominently and in a tabular format. Additionally, SFAS No. 148 requires disclosure of the pro forma
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effect in interim financial statements. The transition and annual disclosure requirements of SFAS No. 148 are
effective for fiscal years ended after December 15, 2002. The interim disclosure requirements are effective for
interim periods beginning after December 15, 2002. We have chosen to continue to account for stock-based
compensation using the intrinsic value method prescribed in APB Opinion No. 25 and related interpretations.
Accordingly, compensation expense for stock options is measured as the excess, if any, of the estimate of the
market value of our stock at the date of the grant over the amount an employee must pay to acquire our stock.
We have adopted the annual disclosure provisions of SFAS No. 148 in our financial reports for the year ended
March 31, 2003 and will adopt the interim disclosure provisions for our financial reports for the quarter ending
June 30, 2003. As the adoption of this standard involves disclosures only, we do not expect a material impact
on our consolidated financial statements.

In January 2003 the FASB issued FIN No. 46, “Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51”7 (“FIN No. 46”). FIN No. 46 requires certain variable interest entities to be
consolidated by the primary beneficiary of the entity if the equity investors in the entity do not have the
characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to finance
its activities without additional subordinated financial support from other parties. FIN No. 46 is effective
immediately for all new variable interest entities created or acquired after January 31, 2003. For variable
interest entities created or acquired prior to February 1, 2003, the provisions of FIN No. 46 must be applied
for the first interim or annual period beginning after June 15, 2003. The adoption of FIN No. 46 to date has
not had a significant impact on our consolidated financial statements.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity” (“SFAS No.150”). This Statement establishes standards for
how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and
equity. It requires that an issuer classifies a financial instrument that is within its scope as a liability (or an
asset in some circumstances). Many of those instruments were previously classified as equity. The Statement
is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at
the beginning of the first fiscal period beginning after June 15, 2003. It is to be implemented by reporting the
cumulative effect of a change in an accounting principle for financial instruments created before the issuance
date of the Statement and still existing at the beginning of the interim period of adoption. Restatement is not
permitted. We believe that the adoption of this standard will have no material impact on our consolidated
financial statements.

Liquidity and Capital Resources

Since inception, we have funded our operations primarily through the private sale of equity securities and
public stock offerings, customer pre-payments, bank borrowings and cash generated from operations. As of
March 31, 2003, we had approximately $96.2 million in cash and cash equivalents, $3.1 million in restricted
cash and cash equivalents, $89.7 million in working capital and $114.8 million in long- term debt and finance
lease obligations.

Cash Flows from Operating Activities. Net cash provided by operating activities in fiscal 2003 was
$16.5 million. The net cash provided by operating activities in fiscal 2003 was primarily attributable to non-
cash charges of $59.2 million related to the deferred tax asset impairment and $17.7 million of restructuring,
goodwill and intangibles impairment and asset write-downs, $30.8 million of depreciation and amortization,
$7.8 million of in-process R&D, and other items, and partially offset by our net loss of $135.9 million. Other
significant sources of cash included increases in payables and accrued liabilities and deferred revenue totaling
$15.8 million; and an inventory decrease of $23.5 million primarily due to the sale of inventory to Solectron
related to our outsourcing of manufacturing.

Net cash used in operating activities in fiscal 2002 was $25.3 million. The net cash used in operating
activities in fiscal 2002 was primarily attributable to our net loss of $148.9 million, reductions in payables,
accrued liabilities and deferred revenue totaling $32.9 million primarily due to less purchasing activity with
lower revenues, and a non-cash benefit for deferred taxes of $37.0 million. These uses of cash were partially
offset by non-cash charges to net loss including asset impairment charges $40.5 million, restructuring charges
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of $6.6 million, depreciation and amortization of $17.3 million and inventory reserve adjustments of
$12.8 million. Additionally, accounts receivable and inventory declined by a combined $60.5 million, primarily
due to lower revenues.

Cash Flows from Investing Activities. Net cash used in investing activities in fiscal 2003 was
$19.0 million. We used $51.1 million of net cash in the acquisitions of the ASI JV interest and DLC, and
received $34.2 million from the sale of our wafer and reticle carrier product lines (WRC). In addition, we sold
short-term investments of $7.0 million, net, and used $9.1 million for purchases of property and equipment.

Net cash provided by investing activities in fiscal 2002 was $31.5 million. We sold short-term investments
of $45.4 million, net. This source of cash was offset by purchases of property and equipment of approximately
$10.3 million and cash used in connection with our acquisition of GW of $3.6 million.

Cash Flows from Financing Activities. Net cash provided by financing activities in fiscal 2003 was
$29.8 million. During fiscal 2003, we received net proceeds of $25.0 million from our line of credit and
$6.1 million from the issuance of common stock under our employee stock programs. These sources of cash
were offset by net principal payments on short-term and long-term debt and finance leases of $1.2 million.

Net cash provided by financing activities in fiscal 2002 was $39.3 million. During fiscal 2002, we received
net proceeds of $83.8 million primarily from the issuance of convertible debt securities and $2.6 million from
the issuance of common stock under our employee stock programs. These sources of cash were offset by net
-principal payments on short-term and long-term debt and finance leases of $47.0 miilion.

In October 2002, we entered into and fully drew down a $25.0 million two-year revolving credit
agreement with a commercial bank. Borrowings under the credit agreement bear interest at a rate indexed to
LIBOR. We are required by the lender to maintain compliance with certain financial covenants. These
covenants include a total liabilities to tangible net worth ratio, tangible net worth and minimum liquidity
covenants. We were in compliance with the covenants at March 31, 2003. The amount of the credit line
available to us may change based on the amount of receivables we have and reductions in the non-formulary
piece of the credit line which is subject to periodic review and amendment. The credit agreement also restricts
our ability to incur additional indebtedness; pay dividends and make distributions in respect of our capital
stock; redeem capital stock; make investments or other restricted payments; engage in transactions with
stockholders and affiliates; create liens; sell or otherwise dispose of assets; make payments on our subordinated
debt; and engage in mergers and acquisitions.

On July 3, 2001, we completed the sale of $86.3 million of 5%. percent convertible subordinated notes
which provided us with aggregate proceeds of $82.9 million net of issuance costs. The notes are convertible, at
the option of the holder, at any time on or prior to maturity into shares of our common stock at a conversion
price of $15.18 per share, which is equal to a conversion rate of 65.8718 shares per $1,000 principal amount of
notes. The notes mature July 3, 2008, pay interest on January 3 and July 3 of each year and are redeemable at
our option after July 3, 2004,

We had $18.0 million and $16.7 million at March 31, 2003 and 2002, respectively, of short-term debt
from banks in Japan. As of March 31, 2003, the interest rate ranged from 1.4 percent to 2.4 percent (interest
rates ranged from 1.4 percent to 1.9 percent at March 31, 2002). We had secured straight bonds from a bank
in Japan of $4.1 million at March 31, 2003. The bonds bore interest at rates ranging from 1.4 percent to
2.4 percent as of March 31, 2003 and mature in fiscal year 2008. Certain of our assets in Japan have been
pledged as security for these secured straight bonds as well as for short-term debt. As of March 31, 2003,
pledged assets consist of land and other property and equipment, net of accumulated depreciation, time
deposits and accounts receivable totaling $14.0 million. Additionally we have provided letters of guarantee to
financial institutions in Japan covering substantially all of AJI’s debts.

We lease facilities under non-cancelable finance and operating leases, with expiration dates ranging from
August 2003 to November 2011.

We anticipate that operating expenses will constitute a material use of our cash resources. The cyclical
nature of the semiconductor industry makes it very difficult for us to predict future liquidity requirements with
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certainty. Any upturn in the semiconductor industry may result in short-term uses of cash in operations as
cash may be used to finance additional working capital requirements such as accounts receivable. However, we
believe that our available cash and cash equivalents will be sufficient to meet our working capital and
operating expense requirements for at least the next twelve months.

At some point in the future we may require additional funds to support our working capital and operating
expense requirements or for other purposes and we may seek to raise these additional funds through public or
private debt or equity financings or the sale of assets. These financings may not be available to us on a timely
basis if at all or, if available, on terms acceptable to us and not dilutive to our shareholders. If we fail to obtain
acceptable additional financing, we may be required to reduce planned expenditures or forego investments,
which could reduce our revenues, increase our losses, and harm our business.

Risk Factors

This Annual Report on Form 10-K contains forward looking statements that involve risks and
uncertainties, including statements about our future plans, objectives, intentions and expectations. Many
factors, including those described below, could cause actual results to differ materially from those discussed in
any forward looking statements.

The semiconductor manufacturing industry is highly cyclical, and the current substantial downturn is
harming our operating results.

Our business is entirely dependent upon the capital expenditures of semiconductor manufacturers, which
at any point in time are dependent on the then-current and anticipated market demand for chips, as well as
products utilizing ICs. The semiconductor industry is cyclical and has historically experienced periodic
downturns. These periodic downturns, whether the result of general economic changes or capacity growth
temporarily exceeding growth in demand for chips, are difficult to predict and often have a severe adverse
effect on the semiconductor industry’s demand for tools. Sales of tools to semiconductor manufacturers may
be significantly more cyclical than sales of chips, as the large capital expenditures required for building new
fabs or facilitizing existing fabs is often detayed until chip manufacturers are confident about future demand
growth. If demand for semiconductor equipment remains depressed for an extended period, it will seriously
harm our business. ’

The industry is currently experiencing a significant downturn due to decreased worldwide demand for
semiconductors from peak levels reached in 2000. During this downturn, most of our customers have reduced
capital expenditures, which has adversely impacted our business. Qur net sales declined 70.8 percent from
their peak in the third quarter of fiscal 2001 to the third quarter of fiscal 2002. Excluding sales of ASI, which
was acquired during the third quarter of fiscal 2003, our net sales declined sequentially in the third and fourth
quarter of fiscal 2003. We currently expect sales to decline further in the first quarter of fiscal 2004. We cannot
assure you that our sales will recover sufficiently for us to return to profitability in the near future. As a result
of substantial cost reductions in response to the decrease in net sales and uncertainty over the timing and
extent of any industry recovery, we may be unable to make the investments in marketing, research and
development and engineering that are necessary to maintain our competitive position, which could seriously
curtail our long-term business prospects.

We believe that the cyclical nature of the semiconductor industry will continue, leading to industry
downturns, which may seriously harm our business and financial position.
We have existing debts, and may not be able to secure additional financing to meet our future capital
needs.

We currently anticipate that our available cash resources, which include existing cash and cash
equivalents, short-term investments, cash generated from operations and other existing sources of working
capital will be sufficient to meet our anticipated needs for working capital and capital expenditures through at
least the next twelve months. In October 2002, we entered into and fully drew down a $25 million 2-year
revolving credit agreement with Comerica Bank — California. We are required under this agreement to
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maintain compliance with financial covenants, including a total liabilities to tangible net worth ratio, tangible
net worth and minimum liquidity covenants. The amount of the credit line available to us may change based
on the amount of receivables we have and reductions in the non-formulary piece of the credit line which is
subject to periodic review and amendment. Additionally, our Japanese subsidiary, AJI, has loans outstanding
with Japanese banks totaling approximately $22.1 million, substantially all of which is guaranteed by the
U.S. parent company.

We may be unable to meet the financial covenants contained in our credit'agrecmcnt with Comerica. If
we are unable to meet the covenants, Comerica may require us to repay the outstanding balance. If the
amount of credit available to us changes, we may also be required to repay some or all of the outstanding
balance. The Japanese banks may call our outstanding loans, requiring repayment, some of which would be
paid by the U.S. parent under existing loan guarantees. This could leave us with inadequate cash resources to
effectively manage the business and require us to obtain additional financing.

In July 2001, we completed the sale of $86.3 million of 5% percent convertible subordinated notes which
are convertible, at the option of the holder, at any time on or prior to maturity into shares of our common stock
at a conversion price of $15.18 per share, which is equal to a conversion rate of 65.8718 shares per $1,000
principal amount of notes. The notes mature July 3, 2008, pay interest on January 3 and July 3 of each year
and are redeemable at our option after July 3, 2004,

- We may be unable to obtain any required additional financing on terms favorable to us, if at all. If
adequate funds are not available on acceptable terms, we may be unable to fund our expansion, successfully
develop or enhance products, respond to competitive pressures or take advantage of acquisition opportunities,
any of which could have a material adverse effect on our business. We may pursue additional funds to support
our working capital and operating expense requirements or for other purposes. We may pursue these additional
funds through public or private debt, equity financings or the sale of assets. If we raise additional funds
through the issuance of equity securities, our shareholders may experience dilution of their ownership interest,
and the newly-issued securities may have rights superior to those of the common stock. If we raise additional
funds by issuing debt, we may be subject to limitations on our operations. This strain on our capital resources
could adversely affect our business.

Our new credit facility contains vestrictive covenants that may limit our ability to expand or pursue our
business strategy.

The $25 million credit facility we entered into in October 2002 restricts, without agreement from our
lender, Comerica Bank — California, our ability to:

« incur additional indebtedness;

+ pay dividends and make distributions in respect of our capital stock;
 redeem capital stock; -

« make investments or other restricted payments;

« engage in transactions with stockholders and affiliates;

+ create liens;

« sell or otherwise dispose of assets;

+ make payments on our subordinated debt; and

« engage in mergers and acquisitions.

We are also required under the credit facility to maintain compliance with financial tests, including a total
leverage ratio and net worth and liquidity covenants. We may not be able to maintain these ratios. Covenants
in the credit facility may also impair our ability to expand or pursue our business strategies. Qur operating and
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financial performance, changes in business conditions or results of operations, adverse regulatory developments
or other events beyond our control may impair our ability to comply with these covenants and other provisions
of the credit facility. In addition, if we do not comply with these covenants, we may be required to negotiate
new terms and conditions with our lender, or the lender may accelerate our debt under the credit facility. New
terms and conditions could be more restrictive than under the current credit facility. If the indebtedness under
the credit facility is accelerated, we may be required to repay all outstanding indebtedness in full. Forced
repayment of our indebtedness would reduce our available cash balances. Any of these scenarios could have an
adverse impact on our operating or financial performance or could impair our ability to expand or pursue our
business strategies.

Upon the occurrence of a change of control as defined in the indenture for our subordinated convertible
notes due in 2008, we will be required to offer to repurchase those notes at 100 percent of the principal amount
of the notes, together with accrued and unpaid interest, if any, to the date of purchase. However, we are
prohibited under cur new credit facility, and may be prohibited under indebtedness we may incur in the future,
from purchasing any notes prior to their stated maturity. In such circumstances, we will be required to repay
all or a portion of the outstanding principal and any accrued interest under the credit facility and any such
other future indebtedness, or obtain the requisite consent from the lender under the credit facility and the
holders of any other future indebtedness to permit the repurchase of the notes. If we are unable to repay all of
this indebtedness or are unable to obtain the necessary consents, we will be unable to offer to repurchase the
notes, which would constitute an event of default under the indenture for the notes, which in turn would
constitute a default under our new credit facility and could constitute a default under the terms of any future
indebtedness that we may incur. ’

We may not effectively compete in a highly competitive semiconductor equipment industry.

The markets for our products are highly competitive and subject to rapid technological change. We
currently face direct competition with respect to all of our products. In addition, the facility automation
market has periods of rapid consolidation. Some of our competitors, especially following consolidation, may
have greater name recognition, more extensive engineering, manufacturing and marketing capabilities and
substantially greater financial, technical and personnel resources than those available to us.

Brooks Automation, Inc. and TDK are our primary competitors in the area of isolation systems. Our
SMART-Traveler System products face competition from bar code technology as well as Brooks and a
number of smaller competitors. We also compete with several companies in the robotics area, including, but
not limited to, Brooks Automation, Newport Corp., Rorze Corporation and Yasukawa Super Mectronics
Division. In the area of AMHS, our products face competition from Daifuku Co., Ltd., Murata Co., Ltd., and
Brooks Automation. Our wafer and reticle sorters compete primarily with products from Recif, Inc. and
Brooks Automation.

In addition, the transition to 300mm wafers is likely to draw new competitors to the facility automation
market and may result in additional consolidation. In the 300mm wafer market, we expect to face intense
competition from a number of companies such as Brooks Automation, as well as potential competition from
semiconductor equipment and cleanroom construction companies.

We expect that our competitors will continue to develop new products in direct competition with our
systems, improve the design and performance of their products and introduce new products with enhanced
performance characteristics. In order to remain competitive, we need to continue to improve and expand our
product line, which will require us to maintain a high level of investment in research and development.
Ultimately, we may not be able to make the technological advances and investments necessary to remain
competitive,

New products developed by our competitors or more efficient production of their products could increase
pricing pressure on our products. In addition, companies in the semiconductor capital equipment industry have
been facing pressure to reduce costs. Either of these factors may require us to make significant price
reductions to avoid losing orders. Further, our current and prospective customers continuously exert pressure
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on us to lower prices, shorten delivery times and improve the capabilities of our products. Failure to respond
adequately to such pressures could result in a loss of customers or orders.

Our gross margins on 300mm products may be lower than on 200mm products, which could result in
decreased profitability.

The gross margins on our 300mm products currently are not as favorable as on our 200mm products. This
is primarily because our 300mm products are early in their production life, we face increased competition in
this production line and we sell a greater percentage of our 300mm products directly to OEMs rather than
chip manufacturers.

The 300mm market is still relatively new. Manufacturing costs are generally higher in the early stages of
new product introduction and decrease as demand increases, due to better economies of scale and efficiencies
developed in the manufacturing processes. However, we cannot assure you.that we will see such economies of
scale and efficiencies in our future manufacturing of 300mm products. We face increased competition for our
300mm products because of the development of SEMI standards for 300mm products. While chip
manufacturers purchased a majority of 200mm automation products, OEM manufacturers are purchasing
most of the tool automation products for 300mm.

- These and other factors may prevent us from achieving or maintaining the same relative pricing and gross
margin performance on 300mm products as we have achieved on 200mm products.

Because the semiconductor manufacturing industry is subject to rapid demand shifts which are difficult
to predict, our inability to efficiently manage our manufacturing capacity and inventory levels in response
to these rapid shifts may cause a veduction in our gross margins, profitability and market share.

The semiconductor manufacturing industry experiences rapid demand shifts. Our ability to respond to
these demand shifts is limited because we incur manufacturing overhead, inventory expense and other costs,
many of which are fixed in the short-term, based on projections of anticipated customer demand.

‘During a downturn, our ability to quickly reduce our production costs may be hampered by manufactur-
ing commitments and accrued inventory based on earlier and more optimistic projections of demand. If
market demand does not match our projections, we will have to carry or write off excess and obsolete inventory
and our gross margins will decline which, in turn, could prevent us from operating profitably. For example, we
incurred an inventory charge in the fiscal fourth quarter of 2003 of $4.6 million which was associated with
additional inventory reserves for obsolete and excess inventory. This inventory accumulated largely due to the
steep decline in demand for our products. Furthermore, if we do not accurately predict the demand for our
200mm and 300mm automation products, we could encounter additional problems with excess and obsolete
inventory.

During periods of increasing demand, our ability to satisfy increased customer demand may be
constrained by our projections. If our projections underestimate demand, we may have inadequate inventory
and may not be able to easily expand our manufacturing capacity, which could result in delays in shipments
and loss of customers. Even if we are able to sufficiently expand our capacity, we may not be able to do so
efficiently, which would adversely affect our gross margin and profitability.

While our outsourcing agreement with Solectron includes commitments from Solectron as to how quickly
they can increase or decrease manufacturing based on updates to our forecast demand. Solectron may be
unable to meet these commitments and, even if it can, we may be unable to react efficiently to rapid
fluctuations in demand.

We depend on lavge purchases from a few significant customers, and any loss, cancellation, reduction or
delay in purchases by, or failure to collect receivables from, these customers could harm our business.

The markets in which we sell our products are comprised of a relatively small number of OEMs and
semiconductor manufacturers. Large orders from a relatively small number of customers account for a
significant portion of our revenue and makes our relationship with each customer critical to our business. This
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concentrated customer base is even more pronounced at ASI . We may not be able to retain our largest
customers or attract additional customers, and our OEM customers may not be successful in selling their
equipment with our embedded systems. Our success will depend on our continued ability to develop and
manage relationships with significant customers. In addition, our customers have in the past sought price
concessions from us and may continue to do so in the future, particularly during downturns in the
semiconductor market. Further, some of our customers may in the future shift their purchases of products
from us to our competitors. Additionally, the inability to successfully develop relationships with additional
customers or the need to provide future price concessions would have a negative impact on our business.

If we are unable to collect a receivable from a large customer, our financial results will be negatively
impacted. In addition, since each customer represents a significant percentage of net sales, the timing of the
completion of an order can lead to a fluctuation in our quarterly results. As we complete projects for a
customer, business from that customer will decline substantially unless it undertakes additional projects
incorporating our products.

We may experience lost sales due to outsourcing of most of our product manufacturing, which could
negatively impact our business.

In an effort to focus on core competencies and reduce the impact of cyclical peaks and troughs on our
operating results, we have outsourced the manufacturing of our U.S. products to Solectron Corporation.
Outsourcing may not yield the benefits we expect, and instead could result in increased product costs, and
product delivery delays.

Outsourced manufacturing could create disruptions in the availability of our products if the timeliness or
quality of products delivered does not meet our requirements. These problems could be caused by a number of
factors including, but not limited to: manufacturing process flow issues, financial viability of an outsourced
vendor, availability of raw materials to the outsourced vendor, improper product specifications, and the
learning curve to commence manufacturing at a new outsourced site. If products are delayed because of
problems in outsourcing we may lose sales and profits.

If our agreement with Solectron terminates or if Solectron does not perform its obligations under our
agreement, it could take several months to establish alternative manufacturing for these products and we may
not be able to fulfill our customers’ orders for most of our products in a timely manner. If our agreement with
Solectron terminates, we may be unable to find another suitable external manufacturer.

Any delays in meeting customer demand or quality problems resulting from product manufactured at an
outsourced location could have a material negative impact on our net sales and results of operations, and could
result in reduced future sales to key customers.

If we are unsuccessful in fully commercializing our FasTrack Automated Materials Handling System,
and/or we cannot generate new business from our Asyst Shinko joint venture, our growth prospects could be
negatively impacted.

AMHS is an important component of our growth strategy. We have completed only one successful
commercial installation of our FasTrack system in a 200mm fab. Our FasTrack system currently is not a
complete AMHS solution, and we may not be successful in some or all of our current efforts to develop or
otherwise obtain the additional components that comprise a complete solution. If we are able to offer a
complete solution, we still could find it difficult to compete against companies with greater experience and
resources in the AMHS market. In addition, our joint venture company, Asyst Shinko, may not continue to
succeed in the 300mm AMHS market, and may not be able to help us gain market acceptance for FasTrack.
Any failure to win market acceptance of our products, either FasTrack or joint venture products, would
negatively impact our growth prospects.
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Because we do not have long-term contracts with our customers, our customers may cease purchasing our
products at any time if we fail to meet their needs.

We do not have long-term contracts with our customers. As a result, our agreements with our customers
do not provide any assurance of future sales. Accordingly:

 our customers can cease purchasing our products at any time without penalty;
» our customers are free to purchase products from our competitors;

» we are exposed to competitive price pressure on each order; and

» our customers are not required to make minimum purchases.

Sales are typically made pursuant to individual purchase orders and product delivery often occurs with
extremely short lead times. If we are unable to fulfill these orders in a timely manner, we could lose sales and

customers.

The timing of the transition to 300mm technology is uncertain and competition may be intense.

We have invested, and are continuing to invest, substantial resources to develop new systems and
technologies to automate the processing of 300mm wafers. However, the timing of the industry’s transition
from the current, widely used 200mm manufacturing technology to 300mm manufacturing technology is
uncertain, partly as a result of the recent period of reduced wafer fabrication capacity utilization. Delay in the
adoption of 300mm manufacturing technology could adversely affect our potential revenue.

Manufacturers implementing factory automation in 300mm pilot projects may initially seek to purchase
systems from multiple vendors. Competition, including price competition, for these early 300mm orders could
be vigorous. A vendor whose system is selected for an early 300mm pilot project may have, or be perceived to
have, an advantage in competing for future orders, and thus the award to a competitor of one or more early
300mm orders could cause our stock price to fall.

If our fully integrated tool front-end solutions are not widely accepted, our growth prospects could be
negatively impacted.

Our portal solutions offers our OEM customers a complete, automated interface between the OEM’s tool
and the fab, an alternative to designing and manufacturing automated equipment front-ends for their tools
utilizing purchased components and in-house engineering and manufacturing resources. The decision by
OEMs to adopt our system for a large product line involves significant organizational, technological and
financial commitments by the OEMs. OEMs expect the portal solutions to meet stringent design, reliability
and delivery specifications. To date, we have penetrated only a small percentage of OEM tools. We believe
that our growth prospects in the OEM market depend in large part upon our ability to gain acceptance of the
portal solutions and follow-on products by a broader group of OEM customers. If we fail to satisfy these
expectations, whether based on limited or expanded sales levels, OEMs will not adopt the portal solutions. We
cannot assure you that these tools will be widely accepted in the marketplace or that additional OEMs will
adopt the system. Notwithstanding our solution, OEMs may purchase components to assemble interfaces or
invest in the development of their own complete interfaces. If our products are not adopted by OEMs, our
prospects will be negatively impacted and our profits substantiaily harmed.

If we are unable to develop and introduce new products and technologies in a timely manner, our
business could be negatively impacted.

Semiconductor equipment and processes are subject to rapid technological changes. The development of
more complex semiconductors has driven the need for new facilities, equipment and processes to produce
these devices at an acceptable cost. We believe that our future success will depend in part upon our ability to
continue to enhance our existing products to meet customer needs and to develop and introduce new products
in a timely manner. We often require long lead times for development of our products, which requires us to
expend significant management effort and incur material development costs and other expenses. During
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development periods we may not realize corresponding revenue in the same period, or at all. We may not
succeed with our product development efforts and we may not respond effectively to technological change.

We may not be able to efficiently integrate the operations of our acquisitions and may incur substantial
losses in the divestiture of assets or operations.

We have made and may continue to make additional acquisitions of, or significant investments in,
businesses that offer complementary products, services, technologies or market access. Our recent acquisitions
include our 51 percent ownership in ASI, as well as DLC, GW, SemiFab, AMP and MECS Corporation. We
subsequently merged MECS into AJI. During fiscal 2003 we sold SemiFab, AMP and our wafer and reticle
carrier product lines.

In the future we may make additional acquisitions of, or significant investments in, businesses that offer
complementary products, services, technologies or market access. For example, in May 2002, we completed
the asset purchase from DLC, and in October 2002 we completed the acquisition of a 51 percent ownership of
ASI. If we are to realize the anticipated benefits of past and future acquisitions, the operations of these
companies must be integrated and combined efficiently with those of Asyst. The process of integrating supply
and distribution channels, computer and accounting systems and other aspects of operations, while managing a
larger entity, has in the past and will continue to present a significant challenge to our management. In
addition, it is not certain that we will be able to incorporate different technologies into our integrated solution.
We may not succeed with the integration process and we may not fully realize the anticipated benefits of the
business combinations. For example, in fiscal 2003, we decided to discontinue operations of our SemiFab and
AMP subsidiaries, as these subsidiaries were not considered critical to our long-term strategy. These
subsidiaries were sold at the end of fiscal 2003. We may be required to record significant future impairment
costs, such as the $8.4 million and $22.6 million charge recorded in fiscal 2003 and 2002, respectively in the
event that the carrying value exceeds the fair value of acquired intangible assets. The dedication of
management resources to such integration or divestitures may detract attention from the day-to-day business,
and we may need to hire additional management personnel to successfully rationalize our acquisitions or
divestitures. The difficulties of integration may increase because of the necessity of combining personnel with
disparate business backgrounds and combining different corporate cultures. We may incur substantial costs
associated with these activities and we may suffer other material adverse effects from these integration efforts
which could materially reduce our short-term earnings. Consideration for future acquisitions could be in the
form of cash, common stock, rights to purchase stock or a combination thereof. Dilution to existing
shareholders and to earnings per share may result if shares of common stock or other rights to purchase
common stock are issued in connection with any future acquisitions.

We may be unable to protect our intellectual property vights and we may become involved in litigation
concerning the intellectual property rights of others.

We rely on a combination of patent, trade secret and copyright protection to establish and protect our
intellectual property. While we intend to take reasonable steps to protect our patent rights, we cannot assure
you that our patents will not be challenged, invalidated or avoided, or that the rights granted thereunder will
provide us with competitive advantages. We also rely on trade secrets that we seek to protect, in part, through
confidentiality agreements with employees, consultants and other parties. These agreements may be breached,
we may not have adequate remedies for any breach, or our trade secrets may otherwise become known to, or
independently developed by, others.

Intellectual property rights are uncertain and involve complex legal and factual questions. We may
unknowingly infringe on the intellectual property rights of others and may be liable for that infringement,
which could result in significant liability for us. If we do infringe the intellectual property rights of others, we
could be forced to either seck a license to intellectual property rights of others or alter our products so that
they no longer infringe the intellectual property rights of others. A license could be very expensive to obtain or
may not be available at all. Similarly, changing our products or processes to avoid infringing the rights of
others may be costly or impractical or could detract from the value of our product.
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There has been substantial litigation regarding patent and other intellectual property rights in semicon-
ductor-related industries. Litigation may be necessary to enforce our patents, to protect our trade secrets or
know how, to defend Asyst against claimed infringement of the rights of others or to determine the scope and
validity of the patents or intellectual property rights of others. Any litigation could result in substantial cost to
us and divert the attention of our management, which by itself could have an adverse material effect on our
financial condition and operating results. Further, adverse determinations in any litigation could result in our
loss of intellectual property rights, subject us to significant liabilities to third parties, require us to seek licenses
from third parties or prevent us from manufacturing or selling our products. Any of these effects could have a
negative impact on our financial condition and results of operations.

Because our quarterly operating results are subject to variability, quarter to quarter comparisons may not
be meaningful.

Our revenues and operating results can fluctuate substantially from quarter to quarter depending on
factors such as:

+ the timing of significant customer orders;

+ the timing of product shipment and acceptance;

« variations in the mix of products sold;

« the introduction of new products;

 changes in customer buying patterns;

+ fluctuations in the semiconductor equipment market;

» the availability of key components;

* lost sales due to outsourcing of manufacturing;

» pressure from competitors; and

« general trends in the semiconductor manufacturing industry, electronics industry and overall economy.

The sales cycle to new customers ranges from 6 to 12 months from initial inquiry to placement of an
order, depending on the complexity of the project. This extended sales cycle makes the timing of customer
orders uneven and difficult to predict. A significant portion of the net sales in any quarter is typically derived
from a small number of long-term, multi-million dollar customer projects involving upgrades of existing
facilities or the construction of new facilities. Generally, our customers may cancel or reschedule shipments
with limited or no penalty. These factors increase the risk of unplanned fluctuations in net sales. Moreover, a
shortfall in net sales in a quarter as a result of these factors could negatively impact our operating results for
the quarter. Given these factors, we expect quarter to quarter performance to fluctuate for the foreseeable
future. In one or more future quarters, our operating results are likely to be below the expectations of public
market analysts and investors, which may cause our stock price to decline.

Shortages of components necessary for our product assembly can delay our shipments and can lead to
increased costs which may negatively impact our financial results.

When demand for semiconductor manufacturing equipment is strong, our suppliers, both domestic and
international, strain to provide components on a timely basis and, in some cases, on an expedited basis at our
request. Disruption or termination of these sources could have a serious adverse effect on our operations. Many
of the components and subassemblies used in our products are obtained from a single supplier or a limited
group of suppliers. A prolonged inability to obtain some components could have an adverse effect on our
operating results and could result in damage to our customer relationships. Shortages of components may also
result in price increases for components and as a result, could decrease our margins and negatively impact our
financial results.
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We face significant economic and regulatory visks because a majority of our net sales are from outside
the United States.

A significant portion of our net sales are attributable to sales outside the United States, primarily in
Taiwan, Japan, China, Singapore and Europe. We expect that international sales will continue to represent a
significant portion of our total revenue in the future. This concentration increases our exposure to any risks in
this area. Sales to customers outside the United States are subject to various risks, including:

+ exposure to currency fluctuations;
» the imposition of governmental controls;

« the laws of certain foreign countries may not protect our intellectual property to the same extent as do
the laws of the United States;

+ the need to comply with a wide variety of foreign and U.S. export laws;
* political and economic instability;

» trade restrictions;

* changes in tariffs and taxes;

» longer payment cycles typically associated with foreign sales;

» the greater difficulty of administering business overseas; and

+ general economic conditions.

In addition, in Taiwan, our business could be impacted by the political, economic and military conditions
in that country. China does not recognize Taiwan’s independence and the two countries are continuously
engaged in political disputes. Both countries have continued to conduct military exercises in or near the others
territorial waters and airspace. These disputes may continue or escalate, resulting in an economic embargo, a
disruption in shipping or even military hostilities. The political instability in Taiwan could result in the creation
of political or other non-economic barriers to our being able to sell our products or create local economic
conditions that reduce demand for our products among our target market.

In both Taiwan and Japan, our customers are subject to risk of natural disasters, which, if they were to
occur, could harm our revenue. Semiconductor fabrication facilities have in the past experienced major
reductions in foundry capacity due to earthquakes in Taiwan and Japan. For example, in 1999, Taiwan
experienced several earthquakes which impacted foundries due to power outages, physical damage and
employee dislocation. Our business could suffer if a major customer’s manufacturing capacity was adversely
affected by a natural disaster such as an earthquake, fire, tornado or flood.

The recent outbreak of severe acute respiratory syndrome, or SARS, which has had particular impact in
China, Hong Kong, Taiwan and Singapore, could have a negative effect on our operations. A significant
portion of our net sales are made in Asia. Also, our outsourced manufacturing is conducted in Singapore. Our
operations may be impacted by a number of SARS-related factors, including, among other things, disrupting
operations at our customers, supplier or our operations.

Any kind of economic instability in Taiwan and Japan or other parts of Asia where we do business can
have a severe negative impact on our operating results due to the large concentration of our sales activities in
this region. For example, during 1997 and 1998, several Asian countries, including Taiwan and Japan,
experienced severe currency fluctuation and economic deflation, which negatively impacted our revenues and
also negatively impacted our ability to collect payments from customers. During this period, the lack of capital
in the financial sectors of these countries made it difficult for our customers to open letters of credit or other
financial instruments that are guaranteed by foreign banks. The economic situation during this period
exacerbated a decline in selling prices for our products as our competitors reduced product prices to generate
needed cash. Although we invoice a majority of our international sales in United States dollars, for sales in
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Japan, we invoice our sales in Japanese yen. Future changes in the exchange rate of the U.S. dollar to the
Japanese yen may adversely affect our future results of operations.

European and Asian courts might not enforce judgments rendered in the United States. There is doubt as
to the enforceability in Europe and Asia of judgments obtained in any federal or state court in the United
States in civil and commercial matters. The United States does not currently have a treaty with many
European and Asian countries providing for the reciprocal recognition and enforcement of judgments in civil
and commercial matters. Therefore, a final judgment for the payment of a fixed debt or sum of money
rendered by any federal or state court in the United States based on civil liability would not automatically be
enforceable in many European and Asian countries.

The intellectual property laws in Asia do not protect our intellectual property rights to the same extent as
do the laws of the United States. It may be necessary or useful for us to participate in proceedings to
determine the validity of our, or our competitors, intellectual property rights in Asia, which could result in
substantial cost and divert our efforts and attention from other aspects of our business. If we are unable to
defend our intellectual property rights in Asia, we may face direct competition, which could materially
adversely affect our future business, operating results and financial condition.

Anti-takeover provisions in our articles of incorporation, bylaws and our shareholder rights plan may
prevent or delay an acquisition of Asyst that might be beneficial to our shareholders.

Our articles of incorporation and bylaws include provisions that may have the effect of deterring hostile
takeovers or delaying changes in control or management of Asyst. These provisions include certain advance
notice procedures for nominating candidates for election to our Board of Directors, a provision eliminating
shareholder actions by written consent and a provision under which only our Board of Directors, our Chairman
of the Board, our President or shareholders holding at least 10 percent of the outstanding common stock may
call special meetings of the shareholders. We have entered into agreements with our officers and directors
indemnifying them against losses they may incur in legal proceedings arising from their service to Asyst,
including losses associated with actions related to third-party attempts to acquire Asyst.

We have adopted a share purchase rights plan, pursuant to which we have granted to our shareholders
rights to purchase shares of junior participating preferred stock. Upon the earlier of (1) the date of a public
announcement that a person, entity, or group of associated persons has acquired 15 percent of our common
stock or (2) 10 business days following the commencement of, or announcement of, a tender offer or exchange
offer, the rights granted to our shareholders will become exercisable to purchase our common stock at a price
substantially discounted from the then applicable market price of our common stock. These rights could
generally discourage a merger or tender offer involving the securities of Asyst that is not approved by our
Board of Directors by increasing the cost of effecting any such transaction and, accordingly, could have an
adverse impact on shareholders who might want to vote in favor of such merger or participate in such tender
offer.

In addition, our Board of Directors has authority to issue up to 4,000,000 shares of preferred stock and to
fix the rights, preferences, privileges and restrictions, including voting rights, of those shares without any future
vote or action by the shareholders. The issuance of preferred stock, while providing desirable flexibility in
connection with possible acquisition and other corporate purposes, could have the effect of making it more
difficult for a third party to acquire a majority of our outstanding voting stock, thereby delaying, deferring or
preventing a change in control of Asyst. Furthermore, such preferred stock may have other rights, including
economic rights senior to the common stock, and as a result, the issuance thereof could have a material
adverse effect on the market value of the common stock. We have no present plans to issue shares of preferred
stock.

Our stock price may fluctuate significantly which could be detrimental to our shareholders.

Our stock price has in the past fluctuated and will fluctuate in the future in response to a variety of
factors, including the following:

+ quarterly fluctuations in results of operations;
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» announcements of new products by Asyst or our competitors;

+ changes in either our earnings estimates or investment recommendations by stock market analysts;
+ announcements of technological innovations;

» conditions or trends in the semiconductor manufacturing industry;

» announcements by Asyst or our competitors of acquisitions, strategic partnerships or joint ventures;
+ additions or departures of senior management; and

» other events or factors many of which are beyond our control.

In addition, in recent years, the stock market in general and shares of technology companies in particular
have experienced extreme price fluctuations, and such extreme price fluctuations may continue. These broad
market and industry fluctuations may adversely affect the market price of our common stock.

Representatives of Arthur Andersen LLP are not available to consent to the inclusion of Arthur Andersen
LLPs reports on our financial statements and incorporated in our Form 10-K, and we will not be able to
recover against Arthur Andersen LLP under Section 11 of the Secuvrities Act of 1933.

Arthur Andersen LLP was previously our independent accountant. On March 14, 2002, Andersen was
indicted on federal obstruction of justice charges arising from the government’s investigation of Enron
Corporation and on June 15, 2002, Andersen was found guilty. Arthur Andersen has ceased practicing before
the SEC. SEC rules require us to present historical audited financial statements in various SEC filings, such
as registration statements into which this Annual Report on Form 10-K may be incorporated by reference,
along with Arthur Andersen’s consent to our inclusion of its audit report in those filings. In light of the
cessation of Arthur Andersen’s SEC practice, we will not be able to obtain the consent of Arthur Andersen to
the inclusion of its audit report in our relevant current and future filings. The SEC has provided regulatory
relief designed to allow companies that file reports with the SEC to dispense with the requirement to file a
consent of Arthur Andersen in certain circumstances. Because representatives for Arthur Andersen LLP are
not available to provide the consents required for the inclusion of their report on our consolidated financial
statements for the year ended March 31, 2001, you will not be able to recover against Arthur Andersen LLP
under Section 11 of the Securities Act of 1933 for any untrue statements of a material fact contained in these
financial statements audited by Arthur Andersen LLP.

Item 7TA  Quantitative and Qualitative Disclosures Regarding Market Risk

Interest Rate Risk. Our exposure to market risk for changes in interest rates relate primarily to the
investment portfolio. We do not use derivative financial instruments in our investment portfolio. Qur
investment portfolio consists of short-term fixed income securities and by policy is limited by the amount of
credit exposure to any one issuer. As stated in our investment policy, we ensure the safety and preservation of
our invested principal funds by limiting default risk, market risk and reinvestment risk. We mitigate defauit
risk by investing in safe and high-credit quality securities and by constantly positioning our portfolio to respond
appropriately to a significant reduction in a credit rating of any investment issuer, guarantor or depository. The
portfolio includes only marketable securities with active secondary or resale markets to ensure portfolio
liquidity. These securities, like all fixed income instruments, carry a degree of interest rate risk. Fixed rate
securities have their fair market value adversely affected due to rise in interest rates. If market interest rates
were to increase immediately and uniformly by 10 percent from levels at March 31, 2003 and at March 31,
2002, the fair market value of these investments would decline by an immaterial amount. We also have the
ability to keep our fixed income investments fairly liquid. Therefore, we would not expect our operating results
or cash flows to be affected to any significant degree by a sudden change in market interest rates on our
securities portfolio.
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The table below presents principal amounts and related weighted average interest rates for the investment
portfolio at March 31, 2003. Our intent is not to hold investments longer than twelve months. Restricted cash,
cash equivalents and short-term investments represent amounts that are restricted as to their use primarily in
accordance with a debt agreements more fully described in Note 9 to our financial statements (dollars in

thousands):
Average Carrying

Remaining __Interest
Maturities Amount Rate
CASH EQUIVALENTS:
I[nstitutional money market funds ........... ... ... i within 1 year $47,493 1.61%
US. corporate debt securities. . ... ... within 1 year 11,500 1.30%
Total cash equivalents . ....... ... ... oo ittt $58,993  1.50%
RESTRICTED CASH and CASH EQUIVALENTS
U.S. corporate debt securities. . ... within 1 year § 3,088  1.40%

Foreign Currency Exchange Risk. We engage in international operations and transact business in
various foreign countries. The primary foreign currency cash flows are located in Japan, China, Taiwan,
Singapore and Europe. Although we operate and sell products in various global markets, substantially all sales
are denominated in the U.S. dollar, except in Japan, therefore reducing the foreign currency risk factor. In
March 2001, we began to employ a foreign currency hedge program utilizing foreign currency forward
exchange contracts in Japan. To date, the foreign currency transactions and exposure to exchange rate
volatility have not been significant. There can be no assurance that foreign currency risk will not be a material
impact on our financial position, results of operations or cash flow in the future.
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Item 8 Financial Statements and Supplementary Data
Our Financial Statements and notes thereto and Financial Statement Schedules appear on pages 46-79 of
this Form 10-K. The quarterly financial data (unaudited) were as follows:

Quarterly Financial Data (In thousands, except per share data):
Year Ended March 31, 2003

First Second Third Fourth
Quarter Quarter Quarter Quarter
Netsales ...t e . $51,865 $ 72319 $ 75,624  $59,687
Gross profit . ... i $ 16,555 $ 28,169 § 19,129  $11,199
Net income (loss) from continuing operations............ $(12,098) $(75,960) $(32,621) $ 5,906
Discontinued operations, net of income tax .............. $ (1,360) $ (2,093) $ (8,300) $(9,343)
Net 108S . ..ot e $(13,458) $(78,053) §$(40,921) $(3,437)
Basic earnings (loss) per share:
Continuing operations .............vvuierurnerennnn $ (0.33) § (203) §$ (0.86) $ 0.16
Discontinued operations .............. ... (0.04) {0.05) (0.22) {0.25)
Total basic earnings (loss) per share.................... $§ (037) $ (2.08) § (1.08) $ (0.09
Diluted earnings (loss) per share:
Continuing Operations .. .............oveeereeernn... $ (033) $ (203) $ (0.86) §$§ 0.15
Discontinued operations ............. ... .. ... ..., {0.04) (0.05) (0.22) (0.23)
Total diluted earnings (loss) pershare .................. $ (0.37) $ (208) § (1.08) §$ (0.08)
Shares used in basic per share calculations .............. 36,565 37,452 37,932 38,005
Shares used in diluted per share calculations ............. 36,565 37,452 37,932 40,586
‘ Year Ended March 31, 2002
First Second Third Fourth
Quarter Quarter Quarter Quarter
Net sales . ..o $ 63,336 § 48,494 § 35631 $ 35,773
Grossprofit . ... .. ... $ 17,379  $ 14,100 $ (3,780) '$ 13,229
Net loss from continuing operations ................... $(24,597) $(14,215) $(48,469) $(10,233)
Discontinued operations, net of income tax ............. $ (2,956) $ (4,126) $(41,379) §$ (2,942)
Net 1088 . . oot $(27,553) $(18,341) $(89,848) $(13,175)
Basic loss per share:
Continuing operations ..............covivvrenenn... $ (070) $ (040) $§ (1.37) $§ (0.29)
Discontinued operations ........ e (0.08) (0.12) (1.17) (0.08)
Total basic loss pershare ..........................%. $§ (0.78) $ (0.52) § (2.54) $§ (0.37)
Diluted loss per share:
Continuing operations ................. ... ... $§ (070) $§ (040) $ (1.37) $ (0.29)
Discontinued operations ............ ..., (0.08) (0.12) (1.17) (0.08)
Total diluted loss pershare........................... $ (0.78) $§ (0.52) § (254 $ (0.3D)
Shares used in basic per share calculations ............. 35,007 35,286 35,419 35,779
Shares used in diluted per share calculations ........... 35,007 35,286 35,419 35,779
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Comparability of quarterly data from continuing operations is affected by the following activity during
fiscal 2003 and 2002:

(1) Asset impairment charges of $7.1 million, $8.4 million, $17.9 million and $22.6 million in the
second and third quarters of fiscal 2003 and first and third quarters of fiscal 2002, respectively. These
charges relate to writedowns in value of goodwill, intangibles and land held for sale.

(2) Reserve for net deferred tax assets of $62.7 million in the second quarter of fiscal 2003,
(3) Net gain on sale of the WRC products in the fourth quarter of fiscal 2003 of $28.4 million.

(4) Restructuring charges in the second and third quarters of fiscal 2003 and the first, second and
third quarters of fiscal 2002 of $4.5 million, $2.5 million, $0.8 million, $1.5 million and $5.9 million,
respectively. These charges were primarily for severance, excess facility and asset impairment charges
related to workforce reductions and consolidation of our facilities.

(5) Inventory reserves of $4.5 million and $12.8 million in the fourth quarter of fiscal 2003 and third
quarter of fiscal 2002, respectively.

(6) Adoption of SFAS 144 in the first quarter of fiscal 2003.

Refer to our consolidated financial statements contained in this 10-K for further disclosure of the above.

Item 9 Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

On April 2, 2002, Asyst Technologies, Inc. (“Asyst” or the “Registrant”) terminated the engagement of
its current independent public accountant, Arthur Andersen LLP. This termination followed Asyst’s decision
to seck proposals from other independent auditors to audit Asyst’s consolidated financial statements for its
fiscal year ended March 31, 2002.

On April 2, 2002, the Board of Directors, based on the recommendation of the Audit Committee,
engaged PricewaterhouseCoopers LLP as its independent auditors with respect to the audit of Asyst’s
consolidated financial statements for its fiscal year ended March 31, 2002.

During Asyst’s fiscal year ended March 31, 2001, and during the subsequent interim period preceding the
replacement of Arthur Andersen LLP, there was no disagreement between Asyst and Arthur Andersen LLP
on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or
procedure which, if not resolved to Arthur Andersen LLP’s satisfaction, would have caused Arthur
Andersen LLP to make reference to the subject matter of the disagreement in connection with its reports. The
audit reports of Arthur Andersen LLP on the consolidated financial statements of Asyst as of and for the fiscal
year ended March 31, 2001 did not contain any adverse opinion or disclaimer of opinion, nor was this opinion
qualified or modified as to uncertainty, audit scope or accounting principles. A letter from Arthur Ander-
sen LLP is attached hereto as Exhibit 16.1.

During Asyst’s fiscal year ended March 31, 2001, and during the subsequent interim period preceding the
replacement of Arthur Andersen LLP, Asyst did not consult with PricewaterhouseCoopers LLP regarding the -
application of accounting principles to a specified transaction, either completed or proposed, or the type of
audit opinion that might be rendered on Asyst’s financial statements.
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PART II1

Item 10 Directors and Executive Officers of the Registrant

Information with respect to Directors and Executive Officers may be found in the Definitive Proxy
Statement to be delivered to shareholders in connection with the solicitation of proxies for our Annual Meeting
of Shareholders (the “Definitive Proxy Statement™). Such information is incorporated herein by reference.

Item 11 Executive Compensation

The information required under this item is hereby incorporated by reference from our Definitive Proxy
Statement.

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Shaveholder
Matters

The information required under this item is hereby incorporated by reference from our Definitive Proxy
Statement.

Item 13 Certain Relationships and Related Transactions

The information required under this item is hereby incorporated by reference from our Definitive Proxy
Statement.

Item 14 Controls and Procedures

Introduction. Rules promulgated under the Securities Exchange Act of 1934, as amended, (the “Act”)
define “disclosure controls and procedures” to mean controls and procedures that are designed to ensure that
information required to be disclosed by public companies in the reports filed or submitted under the Act is
recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms
{“Disclosure Controls”). New rules promulgated under the Act define “internal control over financial reporting”
to mean a process designed by, or under the supervision of, a public company’s principal executive and principal
financial officers, or persons performing similar functions, and effected by the company’s board of directors,
management and other personnel, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles (“GAAP”), including those policies and procedures that (i) pertain to the maintenance of
records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the
company, (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with GAAP, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company and (iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of
the company’s assets that could have a material effect on the financial statements (“Internal Controls™).

We have designed our Disclosure Controls and Internal Controls to provide reasonable assurances that their
objectives will be met. A control system, no matter how well designed and operated, can provide only reasonable,
but not absolute, assurance that its objectives will be met. All control systems are subject to inherent limitations,
such as resource constraints, the possibility of human error and the possibility of intentional circumvention of
these controls. Furthermore, the design of any control system is based in part upon assumptions about the
likelihood of future events, which assumptions may ultimately prove to be incorrect. As a result, we cannot
assure you that our control system will detect every error or instance of fraudulent conduct.

Evaluation of Disclosure Controls. Our Chief Executive Officer (“CEO”) and our Chief Financial
Officer (““CFQ”) are responsible for establishing and maintaining our Disclosure Controls. Our CEQ and
CFO, after evaluating the effectiveness of our Disclosure Controls as of a date within 90 days before the filing
date of this Annual Report on Form 10-K, have concluded that our Disclosure Controls are effective to
provide reasonable assurances that our Disclosure Controls will meet their defined objectives.

Changes in internal controls. During the period covered by this Annual Report on Form 10-K, we did
not make any significant changes in our Internal Controls or in other factors that could significantly affect
these controls, including any corrective actions with regard to significant deficiencies and material weaknesses.
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PART IV

Item 15 Exhibits, Financial Statement Schedule and Reports on Form 8-K
(2a) (1) Index to Financial Statements

The Financial Statements required by this item are submitted in a separate section beginning on
page 46 of this report.

Page
Report of Independent AUditors .. ... ... . . it e 46
Report of Independent Public Accountants .. ... 47
Consolidated Balance Sheets . ............... e e 49
Consolidated Statements of Operations .. ...ttt e 50
Consolidated Statements of Shareholders’ Equity................. e 52
Consolidated Statements of Cash Flows. . ... ... ... 53
Notes to Consolidated Financial Statements .. ... i i i 54

(2) Schedule II Valuation and Qualifying Accounts

All other schedules are omitted because they are not applicable or the required information is shown
in the Financial Statements or the notes thereto. '

(b) Exhibits

Exhibit
Number Description of Document

2.2(1) Agreement and Plan of Merger and Reorganization among the Company, PSTI Merger
SubAcquisition Corp., Progressive System Technologies, Inc., Advent International Investor 11,
Envirotech Fund I and Global Private Equity Fund 11, dated as of June 2, 1999.

2.3(2) Stock Purchase Agreement among the Company, Palo Alto Technologies, Inc., or PAT, the
Shareholders of PAT and the option holders of PAT, dated August 27, 1999.

2.4(3) Agreement for Sale and Purchase of Common Stock between the Company and MECS
Corporation, dated September 27, 1999.

2.5(4) Amended Agreement between the Company and MECS Corporation, dated March 23, 2000.

2.6(5) Agreement and Plan of Merger and Reorganization, dated as of December 7, 2000, among Asyst
Technologies, Inc.,, Ramp Acquisition Corp., Advanced Machine Programming, Inc., New
AMP LLC, Matlock Charles Rowe & Company and the Selling Shareholders.

2.7(6) Agreement and Plan of Merger and Reorganization, dated as of December 7, 2000, among Asyst
Technologies, Inc., Tin Man Acquisition Corp., SemiFab, Inc. and certain principal
shareholders of SemiFab.

2.8(7) Agreement and Plan of Merger and Reorganization, dated as of May 22, 2001, among Asyst
Technologies, Inc., Gem Acquisition Corp., GW Associates, Inc. and John S. Ghiselii.

2.9(22) Asset Purchase Agreement among Asyst Technologies, Inc., Asyst Connectivity Technologies,
Inc. and Domain Logix Corporation, dated as of April 9, 2002.

2.10%* Asset Purchase Agreement among the Company, Entegris Cayman Ltd. and Entegris, Inc.,
dated as of February 11, 2003.

3.1(8) Amended and Restated Articles of Incorporation of the Company.

3.2(8) Bylaws of the Company.

3.3(2) Certificate of Amendment of the Amended and Restated Articles of Incorporation, filed
September 24, 1999.

3.4(9) Second Certificate of Amendment of the Amended and Restated Articles of Incorporation, filed

October 5, 2000.
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Exhibit
Number

4.1(10)

4.2(1)
43(11)

4.4(11)
4.5(19)

10.1(8)
10.2(12)
10.3(8)
10.4(8)
10.5(8)
10.6(13)
10.10(14)
10.11(14)
10.12(13)

10.13(2)
10.14(2)
10.15(2)
10.16(2)
10.17(2)
10.19(2)

10.20(2)
10.21(15)
10.22(16)

10.23(17)
10.24(17)
10.25(7)
10.26(7)

10.27(7)

10.28(11)*

Description of Document

Rights Agreement among the Company and Bank of Boston, N.A., as Right Agent, dated
June 25, 1998.

Common Stock Purchase Agreement, dated as of May 26, 1999.

Indenture dated as of July 3, 2001 between the Company, State Street Bank and Trust
Company of California, N.A., as trustee, including therein the forms of the notes.

Registration Rights Agreement dated as of July 3, 2001 between the Company and State Street
Bank and Trust Company of California, N.A.

Amendment to Rights Agreement among the Company and Bank of Boston, N.A. as rights
agent, dated November 31, 2001.

Form of Indemnity Agreement entered into between the Company and its directors and officers.
Company’s 1993 Stock Option Plan and related form of stock option agreement.

Company’s 1993 Employee Stock Purchase Plan and related offering document.

Company’s 1993 Non-Employee Directors’ Stock Option Plan and related offering document.
Hewlett-Packard SMIF License Agreement dated June 6, 1984.

Lease Agreement between the Company and the Kato Road Partners dated February 16, 1995.
Secured Promissory Note between the Company and Dennis Riccio, dated November 16, 1998.
Secured Promissory Note between the Company and Dennis Riccio, dated February 1, 1999.

Employment and Compensation Agreement between the Company and Mihir Parikh, dated
April 1, 1999.

Lease Agreement between Aetna Life Insurance Company and Hine Design, Incorporated,
dated August 4, 1995.

Industrial Space Lease Agreement between the Company and PEN Associates, dated
November 13, 1995.

Lease Agreement between SL-6 Partners, Ltd. and Progressive System Technologies, Inc. dated
November 20, 1995.

Sublease Agreement between Progressive System Technologies, Inc. and Group, Inc., dated
December 3, 1996.

Industrial Space Lease Agreement between the Company and PEN Associates, dated
December 14, 1997.

Amendment to Lease Agreement between the Company and the Kato Road Partners, dated
July 30, 1999.

Cooperation Agreement between the Company and MECS Corporation, dated August 5, 1999.
Lease agreement between the Company and Exar Corporation, dated October 18, 1999.

Employment Agreement between the Company and James C. Mitchener, Ph.D., dated
March 28, 2000.

Employment Agreement between the Company and Pat Boudreau, dated May 25, 2000.
Master Lease between the Company and Lease Plan North America, Inc., dated June 30, 2000.

Second Amended and Restated Participation Agreement among the Company, Lease Plan
North America, Inc., ABN Amro Bank N.V., and Certain Other Banks and Financial
Institutions, dated February 21, 2001.

First Amendment to Second Amended and Restated Participation Agreement and Other
Operative Documents and Termination of Certain Operative Documents, dated May 25, 2001.

Employment Agreement between the Company and Stephen S. Schwartz, Ph.D., dated
January 11, 2001.

Agreement on Bank Transactions between Asyst Japan, Inc., or AJI, and Tokyo Mitsubishi
Bank dated March 13, 2001.
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Exhibit
Number

10.29(11)*

10.30(11)*
10.31(11)*
10.32(11)*

10.33(18)
10.34(18)

10.35(19)
10.36(19)

10.37(19)

10.38(20)*

10.39(20)*
10.40(20)
10.41(20)
10.42(20)
10.43(21)*
10.44**
16.1(23)

21.1
231
99 1***

Description of Document
Cash Consumer Debtor and Creditor Agreements between AJI and The Tokai Bank, Ltd. dated
December 6, 1999 and March 23, 2001.

Banking Consent & Agreement between MECS, K.K. and Tokai Bank, K.K. dated
November 30, 1998, December, 6, 1999.

Banking Consent & Agreement between MECS, K.K. and Ogaki Kyoritsu Bank dated
November, 14, 1994.

Agreement on Bank Transactions between AJI and The Sumitomo Bank dated November 13,
2001.

Palo Alto Technologies, Inc. 1997 Stock Plan and related stock option agreement.

Progressive System Technologies, Inc. 1995 Stock Option/Stock Issuance Plan and related
notice document.

Employment Separation Agreement between the Company and Dennis Riccio dated
February 28, 2002.

Second Amended and Restated Secured Promissory Note between the Company and Dennis
Riccio dated April 12, 2002.

Amended and Restated Secured Promissory Note between the Company and Dennis Riccio
dated April 12, 2002.

Share Purchase Agreement between Shinko Electric Co., Ltd. and Asyst Japan Inc., dated as of
May 24, 2002.

Shareholders Agreement between Shinko Electric Co., Ltd. and Asyst Japan Inc., dated as of
May 24, 2002.

Manufacturing Services and Supply Agreement among the Company and Solectron Corporation

‘and its subsidiaries and affiliates, dated as of September 5, 2002.

Loan and Security Agreement between the Company and Comerica Bank — California, dated
as of October 1, 2002.

Amendment No. | to Loan and Security Agreement between the Company and Comerica
Bank — California, dated as of November 8, 2002.

Amendment No. 1 to Shareholders Agreement between Shinko Electric Co., Ltd. and Asyst
Japan Inc., dated as of October 16, 2002.

Patent Assignment and Cross-License and Trademark License Agreement among the
Company, Entegris Cayman Ltd. and Entegris, Inc., dated as of February 11, 2003.

Letter from Arthur Andersen LLP to the Securities and Exchange Commission dated April 2,
2002.

Subsidiaries of the Company.

Consent of Independent Accountants, PricewaterhouseCoopers LLP. .

Certificate by the Chief Executive Officer and the Chief Financial Officer of the Company as
required by Section 906 of the Public Company Accounting Reform and Investor Protection Act
of 2002 (18 U.S.C. Section 1350, as adopted) (the Sarbanes-Oxley Act of 2002), dated
June 30, 2003.

* English translation of original document.

** Confidential treatment has been requested for portions of this document.

*** This certification “accompanies” the Form 10-K to which it reiates, is not deemed filed with the SEC
and is not to be incorporated by reference into any filing of the Company under the Securities Act of
1933, as amended, or the Securities Exchange Act of 1934, as amended (whether made before or after
the date of the Form 10-K), irrespective of any general incorporation language contained in such filing.

(1) Previously filed as an Exhibit to our Current Report on Form 8-K, filed with the Securities Exchange
Commission on June 18, 1999, and incorporated herein by reference.
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(2)

(3)

(4)

(5)

(6)

(7

(®)

)
(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17

(18)

(19)

Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended
September 30, 1999, filed with the Securities Exchange Commission on October 21, 1999, and
incorporated herein by reference.

Previously filed as an Exhibit to our Registration Statement on Form S-3/A, File No. 333-89489, filed
with the Securities Exchange Commission on October 29, 1999, and incorporated herein by reference.

Previously filed as an Exhibit to our Current Report on Form 8-K/A, filed with the Securities Exchange
Commission on June 6, 2000, and incorporated herein by reference.

Previously filed as an Exhibit to our Registration Statement on Form S-3, File No. 333-54924, filed with
the Securities Exchange Commission on February 2, 2001, and incorporated herein by reference.

Previously filed as an Exhibit to our Registration Statement on Form S-3, File No. 333-56068, filed with
the Securities Exchange Commission on February 23, 2001, and incorporated herein by reference.

Previously filed as an Exhibit to our Annual Report on Form 10-K for the fiscal year ended March 31,
2001, filed with the Securities Exchange Commission on June 19, 2001, and incorporated herein by
reference.

Previously filed as an Exhibit to our Registration Statement on Form S-1, as amended, File
No. 333-66184, filed with the Securities Exchange Commission on July 19,1993, and incorporated
herein by reference.

Previously filed with our Definitive Proxy Statement for the 2000 Annual Meeting of Shareholders, filed
with the Securities Exchange Commission on July 31, 2000, and incorporated herein by reference.

Previously filed as an Exhibit to our Current Report on Form 8-K, filed with the Securities Exchange
Commission on June 29, 1998, and incorporated herein by reference.

Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended June 30,
2001, filed with the Securities Exchange Commission on August 14, 2001, and incorporated herein by
reference.

Previously filed as an Exhibit to our Registration Statement on Form S-1, File No. 333-88246, filed with
the Securities Exchange Commission on February 13, 1995, and incorporated herein by reference.

Previously filed as an Exhibit to our Annual Report on Form 10-K for the fiscal year ended March 31,
1993, filed with the Securities Exchange Commission on July 19, 1995, and incorporated herein by
reference.

Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended June 30,
1999, filed with the Securities Exchange Commission on August 16, 1999, and incorporated herein by
reference.

Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended
December 31, 1999, filed with the Securities Exchange Commission on February 14, 2000, and
incorporated herein by reference.

Previously filed as an Exhibit to our Annual Report on Form 10-K for the fiscal yeér ended March 31,
2000, filed with the Securities Exchange Commission on June 29, 2000, and incorporated herein by
reference.

Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended June 30,
2000, filed with the Securities Exchange Commission on August 14, 2000, and incorporated herein by
reference.

Previously filed as an Exhibit to our Registration Statement on Form S-8, File No. 333-94619, filed with
the Securities Exchange Commission on January 13, 2000, and incorporated herein by reference.

Previously filed as an Exhibit to our Annual Report on Form 10-K for the fiscal year ended March 31,
2002, filed with the Securities Exchange Commission on June 28, 2002, and incorporated herein by
reference.
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(20) Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended
September 30, 2002, filed with the Securities Exchange Commission on November 12, 2002, and
incorporated herein by reference.

(21) Previously filed as an Exhibit to our Quarterly Report on Form 10-Q for the quarter ended
December 31, 2002, filed with the Securities Exchange Commission on February 11, 2003, and
incorporated herein by reference.

(22) Previously filed as an Exhibit to our Registration Statement on Form S-3, File No. 333-97227, filed with
the Securities Exchange Commission on July 29, 2002, and incorporated herein by reference.

(23) Previously filed as an Exhibit to our Current Report on Form 8-K, filed with the Securities Exchange
Commission on April 4, 2002, and incorporated herein by reference.

{c) Reports on Form 8-K.

The Registrant filed a report on Form 8-K on February 13, 2003 regarding the sale of its wafer and
reticle carrier product lines to Entegris, Inc. that was amended on February 26, 2003 to include unaudited
pro forma financial information in connection with such sale.
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Shareholders
of Asyst Technologies, Inc.

In our opinion, the consolidated financial statements as of March 31, 2003 and 2002 and for the years
then ended listed in the index appearing under Item 15(a)(l) on page 41 present fairly, in all material
~ respects, the financial position of Asyst Technologies, Inc. and its subsidiaries at March 31, 2003 and
March 31, 2002, and the results of their operations and their cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America. In addition, in our opinion, the
March 31, 2003 and March 31, 2002 information in the financial statement schedule listed in the index
appearing under Item 15(a) (2) on page 41 presents fairly, in all material respects, the information set forth
therein for the years ended March 31, 2003 and March 31, 2002 when read in conjunction with the related
consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Company’s management; our responsibility is to express an opinion on these financial
statements and financial statement schedule based on our audits. We conducted our audits of these statements
in accordance with auditing standards generally accepted in the United States of America, which require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made
by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion. The consolidated statements of operations, of shareholders’ equity
and of cash flows of Asyst Technologies, Inc. for the year ended March 31, 2001, prior to the revisions
described in Notes 2 and 12, and the March 31, 2001 financial statement schedule information were audited
by other independent accountants who have ceased operations. Those independent accountants expressed an
unqualified opinion on those financial statements in their report dated April 27, 2001.

As discussed in Note 2 to the consolidated financial statements, the Company adopted Statement of
Financial Accounting Standards No. 142 “Goodwill and Other Intangible Assets” and Statement of Financial
Accounting Standards No. 144 “Accounting for the Impairment or Disposal of Long-Lived Assets” on
April 1, 2002.

As discussed above, the consolidated statements of operations, of shareholders’ equity and of cash flows
of Asyst Technologies, Inc. for the year ended March 31, 2001 were audited by other independent accountants
who have ceased operations. As described in Note 2, these financial statements have been revised to include
the transitional disclosures required by Statement of Financial Accounting Standards No. 142, “Goodwill and
Other Intangible Assets”, which was adopted by the Company as of April 1, 2002. We audited the transitional
disclosures described in Note 2. In our opinion, the transitional disclosures for the year ended March 31, 2001
in Note 2 are appropriate. As described in Note 12, these financial statements have been revised to include
certain segment disclosures required by Statement of Financial Accounting Standards No. 131, “Disclosures
about Segments of an Enterprise and Related Information.” We audited the disclosures described in Note 12.
In our opinion, the disclosures for the year ended March 31, 2001 in Note 12 are appropriate. However, we
were not engaged to audit, review, or apply any procedures to the year ended March 31, 2001 financial
statements of the Company other than with respect to such disclosures and, accordingly, we do not express an
opinion or any other form of assurance on the financial statements for the year ended March 31, 2001 taken as
a whole.

/s/ PricewaterhouseCoopers LLP

San Jose, California
April 29, 2003
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THE FOLLOWING REPORT IS A COPY OF A REPORT PREVIOUSLY ISSUED BY ARTHUR
ANDERSEN LLP. THIS REPORT HAS NOT BEEN REISSUED BY ARTHUR ANDERSEN LLP
AND ARTHUR ANDERSEN LLP DID NOT CONSENT TO THE USE OF THIS REPORT IN THE
CONSOLIDATED FINANCIAL STATEMENTS INCLUDED IN THE FISCAL 2003 FORM 10-K
OR ANY PREVIOUSLY FILED REGISTRATION STATEMENTS.

THE FOLLOWING REPORT DOES NOT EXTEND TO THE REVISIONS DESCRIBED IN
NOTES 2 AND 12 OF THE FISCAL 2003 FORM 10-K. PRICEWATERHOUSECOOPERS LLP
HAVE AUDITED THE DISCLOSURES DESCRIBED IN NOTES 2 AND 12 OF THE CONSOLI-
DATED FINANCIAL STATEMENTS OF THE FISCAL 2003 FORM 10-K.

DISCLOSURES IN NOTES 15 AND 13 REFERENCED IN THE FIRST PARAGRAPH ARE
NOT PRESENTED IN THE CONSOLIDATED FINANCIAL STATEMENTS OF THE FISCAL 2003
FORM 10-K BECAUSE THE PERIODS COVERED BY THESE NOTES ARE NOT PRESENTED IN
THE CONSOLIDATED FINANCIAL STATEMENTS INCLUDED IN THE FISCAL 2003
FORM 10-K. IN ADDITION, THE REPORTS OF THE OTHER AUDITORS REFERENCED IN THE
FIRST PARAGRAPH ARE NOT INCLUDED BECAUSE THE PERIODS COVERED BY THESE
REPORTS ARE NOT PRESENTED IN THE CONSOLIDATED FINANCIAL STATEMENTS
INCLUDED IN THE FISCAL 2003 FORM 10-K.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Asyst Technologies, Inc.:

We have audited the accompanying consolidated balance sheets of Asyst Technologies, Inc. (a California
corporation) and subsidiaries (the Company) as of March 31, 2001 and 2000, and the related consolidated
statements of operations, shareholders equity and cash flows for each of the three years in the period ended
March 31, 2001. These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our audits. We did not audit the
consolidated balance sheet of MECS Corporation (a Japanese corporation) and subsidiaries (MECS), a
company acquired on March 23, 2000 in a transaction accounted for using the purchase method of accounting,
as discussed in Note 15. Such balance sheet is included in the consolidated balance sheet of the Company as
of March 31, 2000 and reflects total assets of 12 percent (before giving effect to purchase accounting). We
also did not audit the consolidated statement of operations, shareholders’ equity and cash flows of Progressive
System Technologies, Inc. (a Texas corporation) and subsidiary (PST) -for the year ended December 31,
1998. PST was acquired on June 2, 1999 in a transaction accounted for as a pooling of interests, as discussed in
Note 13. Such statements are included in the consolidated financial statements of the Company and reflect
total revenues of 10 percent of the consolidated statement of operations for the year ended March 31, 1999,
These statements were audited by other auditors whose report has been furnished to us, and our opinion,
insofar as it relates to amounts included for PST and MECS, is based solely upon the report of the other
auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits and the reports of other auditors provide a
reasonable basis for our opinion.

In our opinion, based on our audits and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the financial position of Asyst Technologies, Inc. as of March 31,
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2001 and 2000, and the results of their operations and their cash flows for each of the three years in the period
ended March 31, 2001, in conformity with the accounting principles generally accepted in the United States.

As discussed in Note 2 to the consolidated financial statements, effective April 1, 2000, the Company
changed its method of accounting for revenue recognition in accordance with guidance provided in SEC
Accounting Bulletin No. 101 (SAB 101) Revenue Recognition in Financial Statements .

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The schedule listed under Item 14(a) is presented for the purposes of complying with the Securities
and Exchange Commission’s rules and is not part of the basic financial statements. This schedule has been
subjected to the auditing procedures applied to our audits of the basic financial statements and, in our opinion,
fairly states in all material respects the financial data required to be set forth therein in relation to the basic
financial statements taken as a whole.

ARTHUR ANDERSEN LLP

San Jose, California
April 27, 2001
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ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

March 31,
2003 2002
ASSETS
CURRENT ASSETS:
Cash and cash equivalents .. ........ ..ttt $ 96,214 $ 74,577
Restricted cash and cash equivalents ......... .. ... ... .. .. .. . e 3,088 5,052
ShOTt-1eTIM INVESIITIEIIES . o+ o v ot vttt et e et e e e et et et e et e —_ 5,000
Accounts receivable, net of allowances for doubtful accounts of $4,880 and $4,198
at March 31, 2003 and 2002, respectively ......... ... ... 74,878 28,307
InVentOrIES oottt e 22,204 39,296
Deferred tax @886t .. ...ttt e e — 33,906
Prepaid expenses and other ...... ... . ... . . . L 10,317 14,618
Total CUITENT ASSELS . . i\t ittt e et et e e e e 206,701 200,756
Property and equipment, Nt .. ... ... ... 24,295 34,399
Deferred tax asset .. ... .ot e 200 30,294
Goodwill ... e 65,505 —
Intangible assets, met. ... . . e 76,862 29,901
OthEr ASSEES . . ottt 21,662 32,180
Assets of discontinued operations . ........... .. e — 16,885

$ 395225 $ 344,415

LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:

Short-term loans and notes payable ............ . i e $ 17,976 $§ 16,707
Current portion of long-term debt and finance leases . .......................... 1,273 1,076
Accounts payable. . .. ... 36,527 9,193
Accounts payable-related party ... ... ... . 8,500 —
Accrued liabilities and other .. ... ... . .. . . . . e 50,572 - 46,819
Deferred revenue . ... ... 2,130 4,367
Total current Habilities . ... . o i i e 116,978 78,162
LONG-TERM LIABILITIES:
Long-term debt and finance leases, net of current portion . ...................... 114,812 90,331
Deferred tax Hability . ... ..o i e 23,754 6,478
Other long-term liabilities. .. ... ... oo 12,754 317
Liabilities of discontinued operations . ............. ... iiiiiairieriernnnnn. — 4,190
Total long-term liabilities . ... ... ... .. .. i e 151,320 101,316
COMMITMENTS AND CONTINGENCIES (see Note 13):
MINORITY INTEREST . ... .. e 58,893 —

SHAREHOLDERS’ EQUITY
Common stock, no par value Authorized shares—300,000,000
Outstanding shares—38,412,031 and 35,864,658 shares at March 31, 2003 and 2002,

TESPECHIVEY . L e 332,569 297,197
Deferred stock-based compensation. ............o.o it (3,992) (2,846)
Accumulated deficit .. ... . . . e (265,248)  (129,379)
Accumulated other comprehensive income (loss) .......... ... .. ... ... . ..., - 4705 (35)

Total shareholders” equity . ... ... ..ot e 68,034 164,937

Total liabilities, minority interest and shareholders’ equity..................... $ 395,225 § 344,415

The accompanying notes are an integral part of these consolidated financial statements.
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ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

NET SALES. ..
COSTOF SALES . ... s

Gross profit . ... i

OPERATING EXPENSES:
Research and development ........... ... ... ...
Selling, general and administrative .........................
Amortization of acquired intangible assets...................
Restructuring charges . ... it
Asset impairment charges ..............ooi i
In-process research & development of acquired businesses . . ...

Total operating EXpenses . ..........ooverneeenneeonn..
Operating income (10SS) . ........coiviiniiiinennn..

OTHER INCOME (EXPENSE):
Gain on sale of wafer & reticle carrier products . .............
INtEerest iNCOME . . .\ v ettt et e i
Interest EXPenSE. . oLt
Other income (EXPENSE) . ...ttt

Other income (expense), net............c..ovuervenn...

income (loss) before provision for (benefit from) income
taxes, minority interest, discontinued operations &
cumulative effect of change in accounting principle . . ...

PROVISION FOR (BENEFIT FROM) INCOME TAXES......

MINORITY INTEREST ... .. ... .. i,

INCOME (LOSS) FROM CONTINUING OPERATIONS
BEFORE DISCONTINUED OPERATIONS AND

CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING
PRINCIPLE ... e

DISCONTINUED OPERATIONS, net of income tax ...........

INCOME (LOSS) BEFORE CUMULATIVE EFFECT OF
CHANGE IN ACCOUNTING PRINCIPLE ................

Cumulative effect of change in accounting principle, net of tax
benefit of $1,326. . ... o

NET INCOME (LOSS) ...ttt
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Fiscal Year Ended March 31,

2003 2002 2001

(In thousands, except per share data)
$ 259,495 § 183,234  $491,542
184,443 142,306 305,796
75,052 40,928 185,746
40,059 39,010 44,263
74,175 76,262 90,435
14,051 7,078 6,963
7,019 8,163 979
15,519 40,499 —
7,832 2,000 —
158,655 173,012 142,640
(83,603) (132,084) 43,106
28,420 — —
1,058 3,586 4,924
(6,100) (5,088) (497)
(1,876) (1,954) (772)
21,502 (3,456) 3,655
(62,101)  (135,540) 46,761
57,335 {38,026) 17,229
(114,773)  (97,514) 29,532
(21,096)  (51,403) —
(135,869)  (148.917) 29,532
— — (2,506)
$(135,869) $(148,917) $ 27,026




Fiscal Year Ended March 31,
2003 2002 2001
(In thousands, except per share data)

BASIC EARNINGS (LOSS) PER SHARE:

Income (loss) from continuing operations before discontinued
operations and cumulative effect of change in accounting

principle . ... . $ (3.06) $ (276) $ 090
Discontinued operations, net of income tax .................. (0.56) (1.43) —
Cumulative effect of change in accounting principle, net of

income tax benefit......... ... . .. — — (0.08)
Basic net income (loss) pershare ......................... $§ (362) § (421) § 082

DILUTED EARNINGS (LOSS) PER SHARE:

Income (loss) from continuing operations before discontinued
operations and cumulative effect of change in accounting

PrnCIple . ..o $ ((306) $§ (276) $ 085
Discontinued operations, net of income tax . ................. (0.56) (1.45) —
Cumulative effect of change in accounting principle, net of

income tax benefit. . ... ... ... ... — — (0.07)
Diluted net income (loss) pershare........................ $§ (362) § (421> § 0.78

SHARES USED IN THE PER SHARE CALCULATION:
BaSIC . oo 37,489 35,373 32,697
Diluted . ... 37,489 35,373 34,928

The accompanying notes are an integral part of these consolidated financial statements.
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ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Retained Accumulated
Deferred Earnings Other Total
Common Stock Stock-Based (Accumulated  Comprehensive  Shareholders’
Shares Amount Compensation Deficit) Income (Loss) Equity
(In thousands, except share data)

BALANCE, MARCH 31,2000, .................... 31,957,090 240,5%4 § - $ (7,488) $§ — $ 233,106
Issuance of common stock under employee stock option

and employee stock purchase plans ................ 568,380 4,631 — — — 4,631
Tax benefit realized from activity in employee stock

opHon Plans .. ... .. — 4,970 — — — 4970
Shares awarded to Board of Directors and employees . .. 4,720 326 — — — 326
Stock issued in acquisition of AMP .................. 1,081,261 19,000 — — — 19,000
Stock issued in acquisition of SemiFab .............. . 990,892 13,404 — — —_ 13,404
Netincome . ... —_— —_ — 27,026 —
Comprehensive income ............. ... .. — — — — — 27,026
BALANCE, MARCH 31,2001, .................... 34,602,343 282,925 — 19,538 — 302,463
Issuance of common stock under employee stock option

and employee stock purchase plans ................ 800,656 2,568 — — — 2,568
Employee and non-employee stock-based compensation 10,396 553 — — — 553
Stock issued in acquisition of GW ................... 451,263 8,000 — — — 8,000
Deferred stock-based compensation related to the

acquisition of GW .. ... ... .. — 3,151 (3,151) — —
Amortization of deferred stock-based compensation

related to the acquisition of GW .. .............. ... — — 305 — — 305
Net [0S oo — — — (148,917) —
Foreign currency translation ........................ — — —_ — (33
Comprehensive 10SS. . ... ..o — — — (148,952)
BALANCE, MARCH 31,2002, .................... 35,864,658 297,197 (2,846) (129,379) (35) 164,937
Issuance of common stock under employee stock option :

and employee stock purchase plans ................ 767,955 6,068 — — — 6,068
Stock issued in acquisition of GW ........ ... ... ..., 841,308 16,000 — — — 16,000
Stock issued in acquisition of DLC .. .............. .. 434,398 7,955 - — — 7,955
Stock issued in SemiFab settlement.................. 249,880 1,618 —_ — — 1,618
Deferred stock-based compensation related to acquisition

of DLCandothers ............ ... .. ... . ... 304,327 5,919 (5,919) — — —
Non-employee stock-based compensation ............. — 680 — — — 680
Amortization of deferred stock-based compensation. . ... — — 1,905 — — 1,905
Reversal of deferred stock-based compensation due to

cancellations .......... ... ... . . . .., (50,495) (2,868) 2,868 — — —
Net loss ..o — — — (135,869) —
Foreign currency translation ........................ — — — — 4,740
Comprehensive loss. . ... ... ... .. o oo — — — — — (131,129)
BALANCE, MARCH 31, 2003. .................... 38,412,031  $332,569 $(3,992) $(265,248) $4,705 $ 68,034

The accompanying notes are an integral part of these consolidated financial statements.
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ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (10SS) . vt i i e
Less: Loss from discontinued operations ............ ... .. .. ... ... ...

Net income (loss) from continuing operations ................ ...,
Adjustments to reconcile net income (loss) to net cash provided by (used in)

operating activities:
Cumulative effect of change in accounting principle, net of tax benefit of

$1,326.
Depreciation and amortization . . ........... ittt
Restructuring charges . ... oo i
Asset Impairment Charges ... ... ...ttt e
Gain on sale of wafer and reticle carrier products. . .......................
Minority interest in net loss in consolidated subsidiary.....................
Stock-based compensation ............. i
Provision for doubtful accounts .. ....... ... ... ... . i
Provision for eXcess iMVEMtOries . ... v vttt n e
In-process research and development costs ................ ..o,
Deferred tax asset, N6t . ...
Tax benefit realized from activity in employee stock option plans ...........

Changes in assets and liabilities, net of acquisitions:

Accounts receivable . ...
InventOries . . oo e
Prepaid expenses and otherassets........... ... . i i
Accounts payable, accrued liabilities and deferred revenue .................

Net cash provided by (used in) operating activities .................

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of short-term investments .......... ... .. .. .. . i
Sale or maturity of short-term investments ............... ... ... ... .. ...
Purchase of restricted cash equivalents and short-term investments..........
Sale or maturity of restricted cash equivalents and short-term investments. . ..
Purchase of property and equipment. ... ........ ... i il
Proceeds from sale of wafer and reticle carrier products ...................
Net cash used in acqQUISIHIONS. .. ..o ottt e e et

Net cash provided by (used in) investing activities .................

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from line of credit. . ... ... ... .. . . ..
Payments on short-term loans ..... ... ... . .. .
Proceeds (principal payments) on long-term debt and finance leases ........
Issuance of common stock .. ... ... o

Net cash provided by financing activities . . ........................
Effect of exchange rate changes on cash and cash equivalents ................
Net cash provided by continuing operations ............. ... .. ... .. ...
Net cash used in discontinued operations. ........... ... i,

INCREASE IN CASH AND CASH EQUIVALENTS ....................
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR ...........

CASH AND CASH EQUIVALENTS, END OF YEAR ...................

Supplemental disclosures:

Cash paid during the year for interest ............ ... ... i
Cash paid (received) during the year for income taxes, net of refunds .........
Stock issued to acqulre DLC .
Stock issued to acquire GW ... ... . e
Stock issued in SemiFab settlement .. ....... ... ... ... ... i

The accompanying notes are an integral part of these consolidated financial statements.
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Fiscal Year Ended March 31,

2003

2002

2001

(Dollars in thousands)

$(135,869) $(148,917) § 27,026

21,096 51,403 —
(114,773)  (97,514) 27,026
— — 2,506
30,833 17,311 16,424
2,161 6,638 —
15,519 40,499 —
(28,420) - —
(4,663) — —
2,585 553 326
488 1,155 2,279
4,536 12,810 16,457
7,832 2,000 —
59,247 (37,026) 433
— — 4,970
(3,534) 45,042 (1,975)
23,518 15421  (34,635)
5,387 715 (1,911)
15,803 (32,926) (950)
16,519 (25,322) 30,950
— (37,077)  (49,350)
5,000 35,077 139,800
(35,500)  (57,652)  (52,500)
37,464 105,100 _
(9,064)  (10,339)  (17,918)
34,186 — —
(51,131) (3,613)  (28,995)
(19,045) 31,496 (8,963)
25,000 — —
(629)  (47,048) —
(620) 83,765 (4,507)
6,068 2,568 4,631
29,819 39,285 124
2,744 (625) _
30,037 44,334 22,111
(8.400) . (5,006) —
21,637 39,828 22,111
74,577 34,749 12,638
96,214 74,577 $ 34,749
5,961 4125 § 636
(7,535) (1,590) 11,064
13,511 — —
16,000 8,000 —
1,618 — —




ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization of the Company

The accompanying consolidated financial statements include the accounts of Asyst Technologies, Inc.
(“Asyst” or the “Company”’), which was incorporated in California on May 31, 1984, our subsidiaries and our
majority-owned joint venture. We develop, manufacture, sell and support integrated automation systems for
the semiconductor (chip) and flat panel display (FPD) manufacturing industries. Our systems are designed to
enable semiconductor and FPD manufacturers to increase their manufacturing productivity and protect their
investment in fragile materials and work-in-process.

In October 2002, we purchased a 51 percent interest in Asyst Shinko, Inc. (“ASI” or “Asyst Shinko™), a
Japanese corporation.

In May 2002, Asyst Connectivity Technologies, Inc.(“ACT”), our wholly-owned subsidiary, purchased
substantially all of the assets of domainLogix Corporation, (“DLC”), a Delaware corporation.

In May 2001, we acquired 100 percent of the common stock of GW Associates, Inc. (“GW™), a
California corporation.

In February 2001, we acquired 100 percent of the common stock of Advanced Machine Programming,
Inc. (“AMP”), a Delaware corporation and manufacturer of precision parts.

In February 2001, we acquired 100 percent of the common stock of SemiFab, Inc. (“SemiFab”), a
Delaware corporation and manufacturer of environmental control equipment and a contract manufacturer.

In fiscal 2000, we acquired a majority ownership percentage of MECS, a Japanese engineering and
robotics manufacturing company, and in fiscal 2003 our ownership percentage increased 2.1 percent to
98.9 percent. MECS is now merged into AJI, our wholly-owned subsidiary.

The above transactions, which were unrelated, were accounted for using the purchase method of
accounting. Accordingly, our Consolidated Statements of Operations and of Cash Flows for each of the years
in the three year period ended March 31, 2003 include the results of these acquired entities for the periods
subsequent to their respective acquisitions, as applicable. We consolidate fully the financial position and
results of operations of ASI and account for the minority interest in the consolidated financial statements.

2. Significant Accounting Policies
Basis of Preparation

The accompanying consolidated financial statements include the accounts of Asyst and its subsidiaries.
All significant intercompany accounts and transactions have been eliminated. Minority shareholder’s interest
represents the minority shareholders proportionate share of the net assets and results of operations of our
majority-owned subsidiary, ASI. The AMP and SemiFab- businesses are accounted for as discontinued
operations and therefore, the results of operations and cash flows have been removed from our results of
continuing operations for all periods presented. Certain prior year amounts in the consolidated financial
statements and the notes thereto have been reclassified where necessary to conform to the year ended
March 31, 2003.

We have an accumulated deficit of $265.2 million at March 31, 2003 and we have generated losses in
fiscal 2003 and 2002. We may incur additional operating losses in the future. Failure to generate sufficient
revenue or reduce certain discretionary spending could have a material adverse affect on our ability to achieve
our intended business objectives. However, we believe that our available cash and cash equivalents will be
sufficient to meet our working capital and operating expense requirements for the next twelve months.
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Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Significant
estimates include revenues and costs under long-term contracts, collectibility of accounts receivable,
obsolescence of inventory, cost of product warranties, recoverability of depreciable assets, intangibles and
deferred tax assets and the adequacy of acquisition-related and restructuring reserves. Although we regularly
assess these estimates, actual results could differ from those estimates. Changes in estimates are recorded in
the period in which they become known.

Foreign Currency Translation

Our subsidiaries located in Japan operate using local functional currencies. Accordingly, all assets and
liabilities of these subsidiaries are translated using exchange rates in effect at the end of the period, and
revenues and costs are translated using average exchange rates for the period. The resulting translation
adjustments are presented as a separate component of accumulated other comprehensive income.

All other foreign subsidiaries use the U.S. dollar as their functional currency. Accordingly, assets and
liabilities of these subsidiaries are translated using exchange rates in effect at the end of the period, except for
non-monetary assets, such as inventories and property, plant and equipment, that are translated using
historical exchange rates. Revenues and costs are translated using average exchange rates for the period,
except for costs related to those balance sheet items that are translated using historical exchange rates. The
resulting translation gains and losses are included in the Consolidated Statements of Operations as incurred.

Cash and Cash Equivalents

We consider all highly liquid investments with an original maturity of three months or less from the date
of purchase to be cash equivalents. The carrying value of the cash equivalents approximates their current fair
market value.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents represent amounts that are restricted as to their use in accordance
with Japanese debt agreements.

Restricted cash and cash equivalents by security type are as follows (dollars in thousands):

March 31,
2003 2002
CASH .. $3,088  $4,552
CASH EQUIVALENTS:
Institutional money market funds debt securities........................ — 500
Total Lot $3,088  $5,052

Short-term Investments

As of March 31, 2002, our short-term investments consisted of liquid debt investments with maturities, at
the time of purchase, greater than three months and less than one year. All such investments have been
classified as “available-for-sale” and are carried at fair value. Unrealized holding gains and losses, net of taxes
reported, have not been material to date. The cost of debt security is adjusted for amortization of premiums
and accretion of discounts to maturity. Such amortization, interest income, realized gains and losses and
declines in value that are considered to be other than temporary, are included in other income (expense), net,
on the accompanying consolidated statements of operations. There have been no declines in value that are
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considered to be other than temporary for any of the three years in the period ended March 31, 2003. The cost
of investments sold is based on specific identification. We do not intend to hold individual securities for greater
than one year.

Short-term investments by security type are as follows (dollars in thousands):

March 31,
2003 2002
U.S. corporate debt securities . .............. ... i $—  $5,000

TOtal. oot e $—  $5,000

Fair Value of Financial Instruments

The carrying amounts of our financial instruments, including cash and cash equivalents, accounts
receivable, notes payable, and accounts payable and accrued expenses, approximate fair value due to the short
maturities of these financial instruments. At March 31, 2003, the carrying amount of long-term debt, including
current portion, was $116 million, and the estimated fair value was $70.0 million. At March 31, 2002, the
carrying amount was $91.4 million and the estimated fair value was $115.9 million. The estimated fair value of
long-term debt is based primarily on quoted market prices for the same or similar issues.

Concentration of Credit Risk

Financial instruments that potentially subject us to concentration of credit risk consist primarily of trade
receivables and temporary and long-term cash investments in treasury bills, certificates of deposit and
commercial paper. We restrict our investments to repurchase agreements with major banks, U.S. government
and corporate securities, and mutual funds that invest in U.S. government securities, which are subject to
minimal credit and market risk. Our customers are concentrated in the semiconductor industry, and relatively
few customers account for a significant portion of our revenues. We regularly monitor the creditworthiness of
our customers and believe that we have adequately provided for exposure to potential credit losses.

We had one, zero and zero customers that accounted for more than 10 percent of sales for the fiscal years
ended March 31, 2003, 2002 and 2001, respectively.

Inventories

Inventories are stated at the lower of cost (first-in, first-out) or market and include materials, labor and
manufacturing overhead costs. Provisions, when required, are made to reduce excess and obsolete inventories
to their estimated net realizable values. Inventories consisted of the following (dollars in thousands):

March 31,
2003 2002
Raw materials. . . ..ot $ 8,448  $22.492
Work-in-process and finished goods. ........... ... .. .. .. . L 13,756 16,804
Total e $22,204  $39,296

During the year ended March 31, 2003, we outsourced the majority of our remaining manufacturing to
Solectron Corporation (“Solectron”). As part of the arrangement, Solectron purchased $20 mitlion of
inventory from us. No revenue was recorded for the sale of this inventory to Solectron. In October 2003, we
may be obligated to repurchase any of this inventory that is not used by Solectron in manufacturing our
products. On an ongoing basis we may be obligated to acquire inventory purchased by Solectron based on our
forecasts and not used timely under terms of the outsourcing agreement. '

In fiscal 2003, we recorded a reserve of $4.5 million for estimated excess and obsolete inventory held by
us or-Selectron.- S » » C : :
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Goodwill and Other Intangible Assets

We adopted Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible
Assets,” or “SFAS 1427, in the first quarter of fiscal 2003. Based on criteria set out in SFAS No. 142, we
reclassified $3.0 million of assets previously classified as intangible assets to goodwill. Intangible assets subject
to amortization are being amortized over the following estimated useful lives using the straight-line method:
purchased technology, four to eight years; customer lists and other intangible assets, five to ten years; and
licenses and patents, ten years. No changes were made to the useful lives of amortizable intangible assets in
connection with the adoption of SFAS No. 142. In connection with the DLC acquisition in May 2002, we
recorded goodwill of $2.1 million. In connection with the ASI acquisition in October 2002, we recorded
goodwill of $62.6 million.

We completed an annual goodwill impairment test in the third quarter of fiscal 2003. The first step of the
test identifies if an impairment may have occurred, while the second step of the test measures the amount of
the impairment, if any. As a result of the test, a goodwill impairment expense of $2.1 million was recognized.
To determine the amount of the impairment, we estimated the fair value of our reporting segments that
contained goodwill (based primarily on expected future cash flows), reduced the amount by the fair value of
identifiable intangible assets other than goodwill (also based primarily on expected future cash flows), and
then compared the unallocated fair value of the business to the carrying value of goodwill. To the extent
goodwill exceeded the unallocated fair value of the business, an impairment expense was recognized. In
connection with the annual impairment analysis for goodwill, we assessed the recoverability of the intangible
assets subject to amortization in accordance with SFAS No. 144. During fiscal 2003, an impairment expense
of $6.2 million was recognized for acquired technology and $0.1 million was recognized for customer base,
based upon our projection of significantly reduced future cash flows of ACT.

Goodwill and other intangible impairment charges are included in “Asset Impairment Charges” on
Consolidated Statements of Operations.

Goodwill and intangible assets were as follows (dollars in thousands):

March 31, 2003 March 31, 2002
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Net Amount Amortization Net
Amortizable intangible assets:
Developed technology.......... $57,294 $ 9,963 $47,331  $18,752 $ 7,673 $11,079
Customer base and other '
intangible assets ............ 32,691 8,920 23,771 17,112 5,135 11,977
Licenses and patents .......... 7,770 2,010 5,760 8,390 1,545 6,345
Total...................... $97,755 $20,893 $76,862  $44,254 $14,353 $29,901
Unamortized intangible assets:
Goodwill .................... $65,505 $ — $65,505 $ — $ — $ —

Amortization expense was $14.1 million, $7.1 million and $7.0 million for the years ended March 31,
2003, 2002 and 2001, respectively.
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Expected future intangible amortization expense, based on current balances for the following fiscal years
is as follows (dollars in thousands):

Fiscal Years:

2004 . e e $19,746
200 e e e e 19,746
2000 . 18,746
200 T o e 14,325
2008 and BEYONd . . ...\ttt 4,299

The changes in the carrying amount of goodwill for the year ended March 31, 2003 are as follows (dollars
in thousands):

Fab
Automation AMHS Total
Balance at March 31,2002, ....... ... .. . i $ - 5§ - & —
Reclassification upon adoption of SFAS 142 ................ 2,954 — 2,954
ACQUISIEIONS ...\ttt e e 2,100 62,551 64,651
Impairment charges........ ...t (2,100) — (2,100)
Balance at March 31,2003, . ... .. .. . i $ 2,954 $62,551  $65,505

To facilitate comparison with prior periods, the following table shows net income (loss) before
cumulative effect of change in accounting principle, if goodwill was not amortized for those periods (dollars in
thousands):

Fiscal Years Ended

March 31,
2002 2001

Income (loss) before cumulative effect of change in : »

accounting principle — as reported .. ... ... $(148,917) $29,532
Add: Goodwill amortization . ....... ... e 1,806 3,457
Income (loss) before cumulative effect of change in

accounting principle — proforma ......... ... o i i $(147,111) $32,989
Basic earnings (loss) per share
Income (loss) before cumulative effect of change in

accounting principle —as reported ....... . ... i $  (421) $ 090
Add: Goodwill amortization per share...............ccooviein .. 0.05 0.11
Income (loss) before cumulative effect of change in

accounting principle — pro forma . ......... .. . i i i $ (416) § 1.01
Diluted earnings (loss) per share
Income (loss) before cumulative effect of change in

accounting principle —asreported ....... . ... i $ (421) $ 085
Add: Goodwill amortization per share............. .. ... . L. 0.05 0.09
Income (loss) before cumulative effect of change in

accounting principle —proforma ......... ... . ... e $ (416) $ 094

Property and Equipment

Property and equipment are recorded at cost or in the case of property and equipment purchased through
corporate acquisitions at fair value based upon the allocated purchase price on the acquisition date.
Depreciation and amortization are computed. using the straight-line method over the estimated useful lives of
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the assets (or over the lease term if it is shorter for leasehold improvements) which range from two to five
years. Depreciation expense was $16.7 million, $10.2 million and $9.0 million for the years ended March 31,
2003, 2002 and 2001, respectively. Property and equipment consist of the following (dollars in thousands):

Fiscal Years Ended

March 31,
2003 2002
Land ... e 1,875 1,875
Buildings . . ... e 6,724 6,699
Leasehold Improvements .. ...... ... ... i 11,697 12,418
Machinery and equipment ......... ... ... ... ... e 25,660 26,324
Office equipment, furniture and fixtures ................ ... .. 32,371 30,222
Sub-total . ... 78,327 77,538
Less accumulated depreciation. . ...... ...t (54,032) (43,139)

Total .. 24,295 34,399

Impairment of Long-lived Assets

We evaluate the recoverability of our long-lived tangible assets in accordance with Financial Accounting
Standards Board (“FASB”) Statement of Financial Accounting Standards (“SFAS”) No. 144, “Accounting
for the Impairment of Long-Lived Assets to be Disposed of (“SFAS No. 144”).” Long-lived assets to be held
and used are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable. Determination of recoverability is based on an estimate of
undiscounted future cash flows from the use of the assets and its eventual disposition. Measurement of an
impairment loss for long-lived assets are based on the fair value of the assets. Long-lived assets to be disposed
of are reported at the lower of carrying amount or fair valueless costs to sell.

Warranty Reserve

We provide for the estimated cost of product warranties at the time revenue is recognized. The following
table presents the activity in our warranty accrual (dollars in millions):

Amount
Balance at March 31, 2002 ... ... $ 4,689
Reserve assumed in acquisition of AST . ... ... . . . e 2,552
Reserve for warranties issued during the period ................ .. ... ... . ... 4,147
Settlements made (in cash orinkind) ...... ... . ... .. . . (3,827)
Balance, March 31, 2003 . ... . . $ 7,561

Revenue Recognition

We recognize revenue when persuasive evidence of an arrangement exists, delivery has occurred or
service has been rendered, the seller’s price is fixed or determinable and collectibility is reasonably assured.
Some of our products are large volume consumables that are tested to industry and/or customer acceptance
criteria prior to shipment. Qur primary shipping terms are FOB shipping point. Therefore, revenue for these
types of products is recognized when title transfers. Certain of our product sales are accounted for as multiple-
element arrangements. If we have met defined customer acceptance experience levels with both the customer
and the specific type of equipment, we recognize the product revenue at the time of shipment and transfer of
title, with the remainder when the other elements, primarily installation, have been completed. Some of our
other products are highly customized systems and cannot be completed or adequately tested to customer
specifications prior to shipment from the factory. We do not recognize revenue for these products until formal
acceptance by the customer. Revenue for spare parts sales is recognized on shipment. Deferred revenue
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consists primarily of product shipments creating legally enforceable receivables that did not meet Asyst’s
revenue recognition policy in compliance with SAB 101. Revenue related to maintenance and service
contracts is recognized ratably over the duration of the contracts. Unearned maintenance and service contract
revenue is not significant and is included in accrued liabilities and other.

During the year ended, March 31, 2001, we recorded a non-cash charge of $2.5 million, net of an income
tax benefit of $1.3 million or a loss of $0.07 per diluted share, to reflect the cumulative effect of the change in
accounting principle, as of the beginning of the year, in accordance with the guidance provided in SAB 101.

Revenue of $5.0 million resulting in this charge was fully recognized during the year ended March 31, 2001.

Prior to the year ended March 31, 2001, our revenue policy was to recognize revenue at the time the
customer takes title to the product, generally at the time of shipment. Revenue related to maintenance and
service contracts was recognized ratably over the duration of the contracts.

We recognize revenue for long-term contracts at ASI in accordance with the American Institute of
Certified Public Accountants’ Statement of Position 81-1, “Accounting for Performance of Construction-Type
and Certain Production-Type Contracts.” We use the percentage of completion method to calculate revenue
and related costs of these contracts because they are long-term in nature and estimates of cost to complete and
extent of progress toward completion of long-term contracts are available and reasonably dependable. We
record revenue each period based on the percentage of completion to date on each contract, measured by costs
incurred to date relative to the total estimated costs of each contract. We treat contracts as substantially
complete when we receive technical acceptance of our work by the customer. We intend to disclose material
changes in our financial results that result from changes in estimates. Unbilled receivables relating to long-
term contracts were $17.4M at March 31, 2003 and are included in accounts receivable.

We account for software revenue in accordance with the American Institute of Certified Public
Accountants’ Statement of Position 97-2, “Software Revenue Recognition.” Revenues for integration software
work are recognized on a percentage of completion basis. Software license revenue, which is not material to
the consolidated financial statements, is recognized when persuasive evidence of an arrangement exists,
delivery has occurred or services have been rendered, the selling price is fixed or determinable and
collectibility is reasonably assured.

Contract Loss Reserve

We routinely evaluate the contractual commitments with our customers and suppliers to determine if it is
probable that a loss exists that can be estimated in fulfillment of the contractual commitment. If so, a loss
reserve is recorded and included in accrued liabilities and other. We recorded loss reserves from ASI totaling
approximately $2.0 million for contracts entered into prior to the acquisition date. These loss reserves are
included in the purchase accounting for ASI. At March 31, 2002, we had a loss reserve of approximately
$2.0 million.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the change in equity of a company during a period from
transactions and other events and circumstances excluding transactions resulting from investments by owners
and distributions to owners and is to include unrealized gains and losses that have historically been excluded
from net income (loss) and reflected instead in equity. The following table presents our comprehensive
income (loss) items (in thousands):

Year Ended March 31,

2003 2002 2001
Net income (loss), asreported . ........................ $(135,869) $(148,917) $27,026
Foreign currency translation adjustments................. 4,740 (35) —
Comprehensive income (loss) ........... ... ... ..ot $(131,129) $(148,952) $27,026




Earnings Per Share

Basic earnings per share has been computed using the weighted average number of actual common shares
outstanding, while diluted earnings per share has been computed using the weighted average number of
common and common equivalent shares outstanding. Common equivalent shares used in the computation of
diluted earnings per share result from the assumed exercise of stock options and warrants, using the treasury
stock method and the conversion of the redeemable convertible preferred stock. For periods for which there is
a net loss, the number of shares used in the computation of diluted earnings (loss) per share are the same as
those used for the computation of basic earnings (loss) per share as the inclusion of dilutive securities would
be anti-dilutive.

Below is a reconciliation of earnings (loss) per share and weighted average common shares outstanding
for purposes of calculating basic and diluted earnings (loss) per share (in thousands, except per share data):

Income (Loss) Shares Per Share
Numerator (Denominator) Amount
For Year Ended March 31, 2001
Basic earnings per share
Netineome .....o.cooiii i 27,026 32,697 %
Common shares issuable upon exercise of stock
options using the treasury method ............ — 2,231
Diluted earnings per share _ -
Netincome .............oooiiiiiiiiin.. 27,026 34,928 $0.78

The following table summarizes securities outstanding which were not included in the calculation of
diluted net loss per share as to do so would be anti-dilutive (in thousands):

March 31
2003 2002 2001
Restricted Stock . .. oot 53 43 —
Stock OptIoNS . ..ot 2,347 2,387 —
Convertible Notes . . ... o i 5,682 4,262 —
Total oo e 8,082 6,692

Stock-Based Compensation

We account for employee stock-based compensation arrangements in accordance with the provisions of
Accounting Principles Board Opinion (APB) No. 25, Accounting for Stock Issued to Employees, Financial
Accounting Standards Board Interpretation (FIN) No. 44, Accounting for Certain Transactions Involving
Stock Compensation, an Interpretation of APB Opinion No. 25 and FIN No. 28, Accounting for Stock
Appreciation Rights and Other Variable Stock Option or Award Plans, and comply with the disclosure
provisions of Statement of Financial Accounting Standards, (SFAS) No. 123, Accounting for Stock-Based
Compensation, and SFAS No. 148, Accounting for Stock Based Compensation — Transition and Disclo-
sure — an amendment of FAS No. 123. Under APB No. 25, compensation expense is based on the difference,
if any, on the date of grant, between the estimated fair value of our common stock and the exercise price.
SFAS No. 123 defines a fair value based method of accounting for an employee stock option or similar equity
instrument.

We account for equity instruments issued to non-employees in accordance with the provisions of SFAS
No. 123 and the Emerging Issues Task Force (EITF) 96-18, Accounting for Equity Instruments That Are
Issued to Other Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services and value
awards using the Black Scholes option pricing model as of the date at which the non-employees performance
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is complete. We recognize the fair value of the award as a compensation expense as the non-employees
interest in the instrument vests.

Had compensation expense for our stock options, employee stock purchase plan and the restricted stock
issuances been determined based on the fair value at the grant date for awards in fiscal years 2003, 2002 and
2001 consistent with the provision of SFAS No. 123, and SFAS No. 148, our net loss for 2003 and 2002 would
have increased and our net income for 2001 decreased to the pro forma amounts indicated below (in
thousands, except per share amounts):

Year Ended March 31,

2003 2002 2001

Net income (loss) —as reported ...................... $(135,869) $(148917) § 27,026
Add: stock-based compensation expense included in

reported net income (loss) ............. ... ... .... 2,585 858 326
Less: Pro forma stock-based compensation expense if we

adopted FAS No. 123 ....... ... ... ... .. . oo (20,566) (13,861)  (13,509)
Net income (loss) —proforma ....................... $(153,850) $(161,920) $ 13,843
Basic earnings (loss) per share — as reported............ $§ (362) $§ (421) $§ 082
Basic earnings (loss) per share — pro forma............. § (410) § (452) $§ 042
Diluted earnings (loss) per share — as reported .......... $§ (362) § (@@21) $ 078
Diluted earnings (loss) per share — pro forma........... $§ (410) § (452) § 040

New Accounting Standards

In July 2001 the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standard (“SFAS”) No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 1427).
SFAS No. 142 discontinues amortization of goodwill and intangible assets deemed to have indefinite lives. In
addition, SFAS No. 142 includes provisions regarding: (1) the reclassification between goodwill and
identifiable intangible assets in accordance with the new definition of intangible assets as set forth in SFAS
No. 141, “Business Combinations”; (2) the reassessment of the useful lives of existing intangibles; and
(3) the testing for impairment of goodwill and other intangibles. We adopted SFAS No. 142 during the
quarter ended June 30, 2002.

In July 2001 the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations” (“SFAS
No. 143”), which addresses accounting and reporting for obligations associated with the retirement of tangible
long-lived assets and the associated asset retirement costs. We adopted SFAS No. 143 in fiscal 2003. The
adoption of SFAS No. 143 did not have a significant impact on our consolidated financial statements.

In October 2001 the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets” (“SFAS No. 144”). SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of,” and provides a single
accounting model for impairment of long-lived assets. SFAS No. 144 applies to all long-lived assets, including
discontinued operations, and consequently amends the accounting and reporting provisions of Accounting
Principles Board Opinion No. 30, “Reporting the Results of Operations — Reporting the Effects of Disposal
of a Division of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions.”
SFAS No. 144 develops one accounting model for long-lived assets that are to be disposed of by sale and
requires the measurement to be at the lower of book value or fair value less cost to sell. Additionally, SFAS
No. 144 expands the scope of discontinued operations to include all components of an entity with operations
that (1) can be distinguished from the rest of the entity and (2) will be eliminated from the ongoing
operations of the entity in a disposal transaction. We adopted SFAS No. 144 in the first quarter of fiscal 2003.

~
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In June 2002 the FASB issued SFAS No. 146, “Accounting for Exit or Disposal Activities” (“SFAS
No. 146”). SFAS No. 146 addresses significant issues regarding the recognition, measurement, and reporting
of costs that are associated with exit and disposal activities, including restructuring activities that are currently
accounted for under Emerging Issues Task Force (“EITF”) Issue No. 94-3, “Liability Recognition for
Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs
Incurred in a Restructuring)” (“EITF Issue No. 94-3”). The scope of SFAS No. 146 also includes costs
related to terminating a contract that is not a capital lease and termination benefits that employees who are
involuntarily terminated receive under the terms of a one-time benefit arrangement that is not an ongoing
benefit arrangement or an individual deferred-compensation contract. The provisions of EITF Issue No. 94-3
continue to apply for an exit activity initiated under an exit plan that met the criteria of EITF Issue No. 94-3
prior to the adoption of SFAS No. 146. The effect on adoption of SFAS No. 146 will change on a prospective
basis the timing of when restructuring charges are recorded from a commitment date approach to when the
liability is incurred. We adopted SFAS No. 146 during the quarter ended March 31, 2003. The adoption of
SFAS No. 146 to date has not had a significant impact on our consolidated financial statements.

In November 2002, the FASB issued Interpretation No. 45 (“FIN 457), “Guarantor’s Accounting and
Disclosure requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” The
Interpretation elaborates on ‘the existing disclosure requirements for most guarantees, including loan
guarantees such as standby letters of credit. It also clarifies that at the time a company issues a guarantee, the
company must recognize an initial liability for the fair value, or market value, of the obligations it assumes
under the guarantee and must disclose that information in its interim and annual financial statements. The
provisions related to recognizing a liability at inception of the guarantee for the fair value of the guarantor’s
obligations does not apply to product warranties or to guarantees accounted for as derivatives. The initial’
recognition and initial measurement provisions apply on a prospective basis to guarantees issued or modified
after December 31, 2002.

We, as permitted under California law and in accordance with our Bylaws, have indemnification
obligations to our officers and directors for certain events or occurrences, subject to certain limits, while they
were serving at our request in such capacity. The maximum amount of potential future indemnification is
unlimited; however, we have a Director and Officer Insurance Policy that enables us to recover a portion of
any future amounts paid. As a result of the insurance policy coverage, we believe the fair value of these
indemnification agreements is minimal.

Our sales agreements indemnify our customers for any expenses or liability resulting from claimed
infringements of patents, trademarks or copyrights of third parties. The terms of these indemnification
agreements are generally perpetual any time after execution of the agreement. The maximum amount of
potential future indemnification is unlimited. However, to date, we have not paid any claims or been required
to defend any lawsuits with respect to any claim.

Prior to December 31, 2002, we guaranteed certain lease payments with respect to equipment and real
estate of our Japanese subsidiary as disclosed in Note 9. We have not recorded a liability for the amount of our
guarantee.

As more fully described in Note 11, we are contingently liable to provide funding for plan benefits under a
pension plan of Asyst Shinko. Our consolidated financial statements include an accrued benefit liability of
$12.1 million at March 31, 2003.

These pension obligations are included in the Shinko Electric Co., Ltd., (“Shinko”), pension plan. Under
certain remote circumstances including bankruptcy and inability to pay by Shinko, we may have to assume up
to $200 million of pension obligations. We have not recorded a liability for this as it is considered remote.

In November 2002 the EITF reached a consensus on EITF Issue No. 00-21, “Accounting for Revenue
Arrangements with Multiple Deliverables” (“EITF Issue No. 00-21”). EITF Issue No. 00-21 provides
guidance on how to account for arrangements that involve the delivery or performance of multiple products,
services and/or rights to use assets. The provisions of EITF Issue No. 00-21 will apply to revenue
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arrangements entered into in fiscal periods beginning after June 15, 2003. The adoption of EITF Issue
No. 00-21 to date has not had a significant impact on our consolidated financial statements.

In December 2002 the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure — an amendment of FASB Statement No. 123”7 (“SFAS No. 148”). SFAS
No. 148 provides alternative methods of transition for a voluntary change to the fair value based method of
accounting for stock-based employee compensation. SFAS No. 148 also requires that disclosures of the pro
forma effect of using the fair value method of accounting for stock-based employee compensation be displayed
more prominently and in a tabular format. Additionally, SFAS No. 148 requires disclosure of the pro forma
effect in interim financial statements. The transition and annual disclosure requirements of SFAS No. 148 are
effective for fiscal years ended after December 15, 2002. The interim disclosure requirements are effective for
interim periods beginning after December 15, 2002. We have chosen to continue to account for stock-based
compensation using the intrinsic value method prescribed in APB Opinion No. 25 and related interpretations.
Accordingly, compensation expense for stock options is measured as the excess, if any, of the estimate of the
market value of our stock at the date of the grant over the amount an employee must pay to acquire our stock.
We have adopted the annual disclosure provisions of SFAS No. 148 in our financial reports for the year ended
March 31, 2003 and will adopt the interim disclosure provisions for our financial reports for the quarter ending
June 30, 2003. As the adoption of this standard involves disclosures only, we do not expect a material impact
on our consolidated financial statements.

In January 2003 the FASB issued FIN No. 46, “Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 517 (“FIN No. 46”). FIN No. 46 requires certain variable interest entities to be
consolidated by the primary beneficiary of the entity if the equity investors in the entity do not have the
characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to finance
its activities without additional subordinated financial support from other parties. FIN No. 46 is effective
immediately for all new variable interest entities created or acquired after January 31, 2003. For variable
interest entities created or acquired prior to February 1, 2003, the provisions of FIN No. 46 must be applied
for the first interim or annual period beginning after June 15, 2003. The adoption of FIN No. 46 to date has
not had a significant impact on our consolidated financial statements,

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity” (“SFAS No. 150”). This Statement establishes standards for
how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and
equity. It requires that an issuer classifies a financial instrument that is within its scope as a liability (or an
asset in some circumstances). Many of those instruments were previously classified as equity. The Statement
is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at
the beginning of the first fiscal period beginning after June 15, 2003. It is to be implemented by reporting the
cumulative effect of a change in an accounting principle for financial instruments created before the issuance
date of the Statement and still existing at the beginning of the interim period of adoption. Restatement is not
permitted. We believe that the adoption of this standard will have no material impact on our consolidated
financial statements.

3. Acquisitions
Asyst Shinko Inc. (ASI)

On October 16, 2002, we established a joint venture with Shinko, called Asyst Shinko, Inc. (“ASI”).
The joint venture develops, manufactures and markets Shinko’s market-leading Automated Materials
Handling Systems (“AMHS”) with principal operations in Tokyo and Ise, Japan. Under terms of the
agreement, Asyst acquired 51 percent of the joint venture for approximately $67.5 million of cash and
transaction costs. Shinko contributed its entire AMHS business, including intellectual property and other
assets; installed customer base and approximately 250 employees. The consolidated financial statements for
the year ended March 31, 2003 include the results of ASI from the date of acquisition. We believe ASI has a
strong presence in the 300mm AMHS and flat panel display markets. We believe that ASI, in addition to
Asyst’s FasTrack AMHS solution, provides us an opportunity to benefit from growth opportunities in the
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300mm generation of the AMHS business. The acquisition has been accounted for as a purchase transaction
in accordance with SFAS No. 141.

A portion of the excess of purchase price over fair value of net assets acquired was allocated to
identifiable intangible assets. We are amortizing developed technology over a period of five years and the
customer base and trademarks over a period of three years, using the straight-line method, with a weighted-
average life of 4.4 years. The balance of the excess purchase price was recorded as goodwill. A summary of the
transaction is as follows (in thousands):

Consideration:
Cash paid . .. ..o o $ 65,700
T ranSaCHON COSES . o\ vt it ettt e 1,796
Total consideration . ... ..ottt e e e e 67,496
Total Enterprise Value .. .. ... . 132,345
Fair value of net assets acquired . ........ .. .. o i 744
Excess of consideration over fair value of net assets acquired.................... $131,601

Allocation of excess consideration to identifiable intangible assets and goodwill:

Developed technology . . ... oot i e 44,500
Customer base and other intangible assets.............. .. ... .. i 18,800
In-process research and development . ........ ... ... i i 5,750
GoodWill. .. .o 62,551
Total intangible assets and goodwill ....... .. ... ... ... .. i, $131,601

The fair values of identifiable intangible assets are based on estimates of future revenues and earnings to
determine a discounted cash flow valuation of identifiable intangible assets that meet the separate recognition
criteria of SFAS No. 141. The $62.6 million of goodwill arising from the acquisition is not deductible for tax
purposes. We acquired $5.8 million of in-process research and development as part of the acquisition. The in-
process research and development costs were expensed in fiscal 2003.

Minority interest of $58.9 million was recorded at March 31, 2003 representing the minority interest of
49 percent of the fair value of ASI at the time of acquisition and the proportionate share of net income (loss)
and cumulative translation adjustment for the year ended March 31, 2003.

The following table summarizes the estimated fair values of the tangible assets acquired and liabilities
assumed at the date of acquisition (in thousands).

Cash and cash equivalents ... ... i e e $ 15,200
Other CUITENt A888TS . . ottt it e e e e e e 54,537
Property and equipment . .. ... oo e 3,332
Other a880S . . . o 782
Current Habilities . ... ... e (32,797)
Deferred tax labilities .. ... ... o i (26,586)
Pension and other long-term liabilities .. ........ .. ... .. i (13,724)
Net assets acquited . . . ..o e $ 744

The following pro-forma consolidated results of operations are presented as if the acquisition of ASI had
been made at April 1, 2001 (unaudited; dollars in thousands, except per share amounts). The ASI results
included in the pro forma consolidated results of operations are based on the estimated carve-out of ASI from
the consolidated results of Shinko for the periods prior to the acquisition. Due to the difficulty and costs to
restate the historic information from Japan Generally Accepted Accounting Principles (GAAP) to US
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GAAP, the Shinko results were prepared in accordance with Japan GAAP which differs from US GAAP.
The principle difference between US and Japan GAAP relates to the application of percentage of completion
revenue recognition. While such differences may be significant in any one period the pro forma information
below is deemed to be directionally correct and therefore useful. Additionally, Shinko allocated certain costs
to ASI and these allocations may not be reflective of the costs to ASI to provide such activities on a stand-
alone basis.

Year Ended Year Ended

March 31, 2003 March 31, 2002
NEt SAlES . ..ot e $ 309,002 $ 280,163
NEt INCOME « . ittt it et e $(133,547) $(144.,886)
Basic earnings (loss) pershare..............ciiviiiinnn.. §  (3.57) $  (4.10)
Diluted earnings (loss) pershare............................ $  (3.57) $  (4.10)

As part of the acquisition, we assumed pension related obligations. In addition, as certain pension
obligations are included in the former owner of ASI’s pension plan, under certain remote circumstances
including bankruptcy and inability to pay by Shinko, we may have to assume up to $200 million of pension
obligations. No recognition of this amount has been recorded to date as it is considered remote.

domainLogix (“DLC”)

In May 2002, ACT, a wholly-owned subsidiary of Asyst, purchased substantially all of the assets of DLC,
a developer of next-generation software for tool communication and a provider of a variety of consulting,
development and integration services to customers. Prior to this acquisition, we owned approximately seven
percent of the outstanding shares of DLC. The results of ACT reflect the acquisition of DLC’s assets from the
purchase date. The DLC assets were acquired for $2.2 million of cash, $1.0 million of liabilities assumed, and
468,796 shares of Asyst common stock valued at $8.0 million. In addition, there were acquisition costs of
$0.4 million and certain former employees of DLC, upon acceptance of employment with ACT received
grants totaling 304,327 shares of Asyst common stock, to vest over four years based on continued employment
with ACT. The stock grants are valued at approximately $5.7 million, based on their intrinsic value at the date
of grant. Assets acquired include $768,000 of receivables and $40,000 of fixed assets. The majority of the
purchase price was recorded as goodwill and intangible assets, including in-process research and development.
We recorded the value of intangible assets as follows (dollars in thousands):

Amortizable intangible assets ......... . . e $7,615
GoodWill. . o e 2,100
In-process research and development . ....... .. ... ... . . 2,082

Comparative pro forma information reflecting the acquisition of DLC’s assets has not been presented
because the operations of DLC were not material to our financial statements.

GW Associates, Inc. (GW)

On May 22, 2001 we acquired GW, a developer of factory integration software used by electronics
manufacturers, for $3.6 million of cash, 451,263 shares of our common stock valued at $8.0 million and a note
for $16.0 million. The note was paid in May 2002 in 841,308 shares of common stock. The note payable was
paid in shares of common stock in fiscal 2003. The acquisition was accounted for using the purchase method
of accounting. Accordingly the results of GW have been combined with ours since the date of acquisition.
Approximately $26.5 million of the purchase price, in excess of the net assets of $4.5 million acquired, was
allocated to intangible assets. These intangible assets consist of in-process research and development,
developed technology, installed customer base, assembled workforce, trade name, and the excess purchase
price of the net assets acquired. Because there can be no assurance that we will be able to successfully
complete the associated products or that the technology has any alternative future use, $2.0 million of such in-
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process research and development was charged as an expense during fiscal 2002. The remaining intangible
assets are being amortized over three to six years.

Comparative pro forma information reflecting the acquisition of GW has not been presented because the
operations of GW are not material to our consolidated financial statements.

4. Restructuring Charges

Restructuring charges and related utilization for the fiscal years ended March 31, 2003, 2002 and 2001
were (dollars in thousands):

Severance

and Excess Fixed Asset
Benefits Facility Impairment Total
Balance, March 31,2000 ...................... — — — —
Additional accruals . . ............ . ... ... .. $ 540 $§ 439 — $ 979
~ Non-cash related utilization .................... (540) (439) —_ (979)
Balance, March 31,2001 ...................... — — —_ —
Additional accruals . .............. e 4,278 3,685 $ 200 8,163
Non-cash reiated utilization .................... — (781) — (781)
Amounts paidincash ........ ... ... .. ... ... (3,537) (472) — (4,009)
Balance, March 31,2002 ...................... 741 2,432 200 3,373
Additional accruals. .......... ... ... .. 2,125 2,733 2,161 7,019
Non-cash related utilization .................... (331) (214) (2,077) (2,622)
Amounts paidincash ............. ... .. ...... (2,244)  (1,334) (92) (3,670)
Balance, March 31,2003 ...................... $ 291 § 3617 $ 192 $ 4,100

In the quarter ended December 31, 2002, we recorded an excess facility charge of $1.1 million reflecting
revised estimates of future sublease income. We also recorded severance charges of $0.7 million resulting from
headcount reductions of 52 employees, including manufacturing, sales, research and development and
administrative staff. We also recorded a fixed asset impairment charge of $0.7 million for assets to be disposed
of due to headcount reductions and vacating facilities. In the quarter ended September 30, 2002, we recorded
severance charges of $0.8 million and contractual obligations of $0.6 million as a result of workforce reduction
measures affecting approximately 24 employees and a manufacturing outsourcing agreement whereby
approximately 191 employees joined Solectron. The workforce reduction affected employees in manufactur-
ing, sales, research and development and administration. An additional charge of $1.6 million relates to excess
facilities that we have under lease but have abandoned as a result of the manufacturing outsourcing
agreement. We also recorded a fixed asset impairment charge of $1.5 million for assets that will not be used as
we consolidate facilities and integrate certain programs into a joint venture.

In fiscal 2002, non-recurring restructuring charges were recorded resulting from our plan to shut down
some of our manufacturing and service locations, outsource some of our manufacturing activities and
consolidate the remainder of our domestic manufacturing in Fremont California, as well as to reduce our
workforce due to economic conditions. These charges include approximately $3.9 million in write-downs of
assets and reserves for lease commitments, net of estimated sublease income that we expect to generate from
the vacated facilities, and severance costs of approximately $4.3 million related to reductions in force of
approximately 435 employees or 29 percent of our workforce.

In the fourth quarter of fiscal 2001, in response to a decrease in net sales and new orders, we incurred
$0.5 million charge relating to the reduction in workforce by 149 regular full-time employees and approxi-
mately 150 temporary employees primarily in Fremont, California. In addition, we recorded $0.5 million
relating to closing a small manufacturing facility in Japan.
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We expect to utilize the remaining balance, primarily unused leased facilities, over the following three
fiscal years. All remaining accrual balances are expected to be settled in cash.

5. Asset Impairment Charges

During fiscal 2003, we completed a periodic goodwill impairment analysis. As a result, we determined
that impairment charges of $8.4 million were required because the forecasted undiscounted cash flows were
less than the book values of certain businesses. The charges relate to goodwill and intangible assets recorded in
connection with our acquisition of DLC. Based on similar analyses, goodwill impairment charges were also
recorded in fiscal 2002 for $22.6 million. The charges were measured on the basis of comparison of estimated
fair values with corresponding book values and relate to goodwill and intangible assets recorded in connection
with previously acquired businesses.

We own land in Fremont, California. Initially, we leased the land from a syndicate of financial institutions
pursuant to an original lease agreement dated June 30, 2000, which was subsequently amended on
February 21, 2001 and May 30, 2001. We purchased the land on October 22, 2001 for $41.1 million, and paid
the syndicate of financial institutions approximately $2.9 million for engineering costs incurred in preparation
for making leasehold improvements to the land. Based upon market data at June 30, 2001 and our non-
cancelable commitment to purchase the land, we estimated that the then market value of the land had been
impaired and recorded a $15.0 million write-down to its estimated market value during the quarter ended
June 30, 2001. In total, $17.9 million were recorded in fiscal 2002 for land impairment charges. In fiscal 2003,
we recorded an additional $7.1 million write-down based on our revised estimate of market value. We continue
to classify the land as held for sale.

6. Income Taxes

The provision for (benefit from) income taxes is based upon income (loss) before income taxes, minority
interest, discontinued operations and cumulative effect of change in accounting principle as follows (dollars in
thousands):

Fiscal Year Ended March 31,

2003 2002 2001
DOmMEStIC .ottt $(57,557) $(138,359) $39,679
FOTEIZN . v v v e oo (4,544) 2819 7,082

$(62,101) $(135,540) $46,761

The provision for (benefit from) income taxes consisted of (dollars in thousands):
Fiscal Year Ended March 31,

2003 2002 2001
Current:
Federal ... ... 0 $§ — $(2,443) $16,674
Al .. e 80 80 861
Foreign . ... o i 2,394 747 123
Total Current............ I 2,474 (1,616) 17,658
Deferred
Federal ........ .. ... .. .. . . 51,557 (32,330) (12)
SHAE « o v et e 6,378 (4,080) ~ (417)
Foreign ... o (3,074) — —
Total Deferred .. ............ ... ... 54,861 (36,410) (429)
Total provision for (benefit from) income taxes .......... $57,335  $(38,026) $17,229
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The provision for (benefit from) income taxes is reconciled with the Federal statutory rate as follows
(dollars in thousands):

Fiscal Year Ended March 31,

2003 - 2002 2001
Provision computed at Federal statutory rate ............... $(21,735) $(47,439) $16,366
State taxes, net of Federal benefit ........................ (3,092) (3,342) 2,287
Foreign income and withholding taxes in excess of statutory
TALE Lot 718 (118) 569
In-process research and development ...................... 2,415 185 —
Non-deductible expenses and other ....................... 469 264 665
Foreign sales corporation benefit..................... ..., — — (1,714)
Change in valuation allowance ..................... . ..... 78,560 — (1,500)
Goodwill amortization .......... . .. — 12,637 1,777
Tax exempt iNCOME . ...\ vttt ettt ennn, — (213)  (1,221)
Provision for (benefit from) income taxes.............. $ 57,335  $(38,026) $17,229
Effective income taxrate . ... ... ... i 92.3% (28.1)%  37.0%

The components of the net deferred tax assets (liabilities) are as follows (dollars in thousands):
Fiscal Year Ended

March 31,
2003 2002

Net operating loss and credit carryforwards ....... ... ... ... . ... ... $ 64,685 § 36,151 .
Reserves and acCruals . ...t 24,712 26,264
Foreign deferred tax asset (MECS) ... .. ... i, 7,898 10,791
Depreciation and amortization . ............ oot e 2,551 2,918

Deferred tax asset . ... oo 99,846 76,124
Intangibles .. ... e (27,933) (6,478)

Deferred tax liability ....... .. i (27,933) (6,478)
Gross deferred tax asset ... ... e 71,913 69,646
Valuation allowance for deferred tax assets ................. ... ..... (95,670)  (11,924)
Net deferred tax asset (lability) ........... ... ... .. . i i $(23,757) § 57,722

We have a gross deferred tax asset of approximately $99.8 million, of which approximately $64.7 million
related to net operating loss carryforwards and tax credits generated by us and our domestic subsidiaries,
which expire at various dates through March 2023. In addition, as of March 31, 2003, $7.9 million of the
deferred tax asset relates to pre-merger foreign net operating loss carryforwards of MECS which expire in
2005,

Based on the available objective evidence, management believes that it is more likely than not that the
deferred tax assets including the net operating losses, will not be fully realizable. Accordingly, we have
provided a full valuation allowance against its deferred tax assets at March 31, 2003.

A deferred tax liability was recorded as part of purchase accounting for the identifiable intangible assets
acquired as part of the joint venture, ASI. Therefore, we have recorded a net deferred tax liability of
approximately $23.8 million as of March 31, 2003.
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7. Sale of Wafer and Reticle Carrier Products

In fiscal 2003 we sold our wafer and reticle carrier (WRC) products to Entegris for net proceeds of
$34.2 million. As a result of this transaction, we recorded a gain on sale of $28.4 million.

A summary of the transaction is as follows (dollars in thousands):

GTOSS PrOCEEAS . .\ o't ettt e e e $ 38.8
Less: Transaction EXPEMSES . ... vttt et ettt et e e e e et e e (4.6)

Net Book value of assets ....... ... (5.8)
Galn ON SALE. . . .\ e $ 284

The wafer and reticle carrier products contributed revenues of $31.1 million, $28.9 million and
$38.8 million in fiscal years 2003, 2002 and 2001, respectively.

8. Discontinued Operations

In fiscal 2003, our Board of Directors approved a plan to discontinue operations of our AMP and
SemiFab subsidiaries. Accordingly, these businesses were classified as held for sale and accounted for as
discontinued operations and, therefore, the results of operations and cash flows have been reclassified from our
results of continuing operations to discontinued operations for all periods presented. We based our decision on
an evaluation of, and decision to focus on our core business, concluding AMP and SemiFab were not critical
to our long-term strategy. We completed the sale of each business at the end of fiscal 2003 and recorded a loss
on sale of $5.9 million, which has been classified as part of the loss from discontinued operations on the
Consolidated Statements of Operations.

Summarized selected financial information for the discontinued operations is as follows (dollars in
thousands):

Year Ended March 31,

2003 2002
NEt SALES . .\ttt e $ 12,227  $ 10,718
Loss before income taxes ...ttt (21,096)  (58,095)
Income taxes {benefit) ... ... ... .. — 6,692
Nt 1088 . o oot ettt e e $(21,096) $(51,403)

The loss before income taxes in fiscal 2003 includes a charge of approximately $1.6 million related to
settlement of a contingent purchase adjustment with the former shareholders of SemiFab. The contingency
was paid in shares of our common stock in the fourth quarter of fiscal 2003.

The assets and liabilities of discontinued operations are stated separately as of March 31, 2002 on the
statement of financial position and consist of (unaudited, in thousands):

Year Ended

2003 2002
VeI OTIES L . oottt $— § 58314
Property and equipment, net . ........ ... oo S — 3,967
O T aSSTS . . oot ittt e — 7,104
ACCTUEd 10888 . . oot o i = —
Assets of discontinued operations ... ........ ... . $_—_ $16,885
Liabilities of discontinued operations . .................oviiiieiieeana... $— $ 4,190




9. Debt

We had $18.0 million and $16.7 million at March 31, 2003 and 2002, respectively, of short-term debt
from banks in Japan. As of March 31, 2003, the interest rate ranged from 1.4 percent to 2.4 percent (interest
rates ranged from 1.4 percent to 1.9 percent at March 31, 2002). Substantially all of this debt is guaranteed by
collateralized assets and letters of guarantee.

Long-term debt and finance leases consisted of the following (dollars in thousands):
Year Ended March 31,

2003 2002
Convertible subordinated notes. . ......... ... ... . i $ 86,250  $86,250 -
Lineof credit ........ ... ... ... .. ... 0 i, P 25,000 —
Secured straight bonds ...................... P 4,075 4,508
FInance 1eases. . . .ot i e 760 649
Total long-term debt and finance leases ................. ... ... ..... 116,085 91,407
Less: Current portion of long-term debt and finance leases .............. (1,273  (1,076)
Long-term debt and finance leases, net of current portion ............... $114,812  $90,331

At March 31, 2003, maturities of all debt and finance leases, including current portion are as follows
{dollars in thousands):

Fiscal Year Ending March 31, Amournt
2004 . e e e e $ 1,273
2005 .. B e 25,299
2006 . e e 116
2007 o e e e 1,145
2008 and thereafter. . . ... ... . . 88,252
$116,085

Convertible Subordinated Notes

On July 3, 2001 we completed the sale of $86.3 million of 5% percent convertible subordinated notes that
resulted in aggregate proceeds of $82.9 million to us net of issuance costs. The notes are convertible, at the
option of the holder, at any time on or prior to maturity into shares of our common stock at a conversion price
of $15.18 per share, which is equal to a conversion rate of 65.8718 shares per $1,000 principal amount of notes.
The notes mature July 3, 2008, pay interest on January 3 and July 3 of each year and are redeemable at our
option after July 3, 2004. Debt issuance costs of $2.9 million, net of amortization, are included in other assets.
Issuance costs are being amortized over 84 months and are being charged to other income (expense). Debt
amortization costs totaled $0.5 and $0.4 million during the year ended March 31, 2003 and March 31, 2002,
respectively.

Secured Straight Bonds

We had $4.1 million and $4.5 million of secured straight bonds from a bank in Japan at March 31, 2003
and 2002, respectively. The bonds bore interest at rates ranging from 1.4 percent to 2.4 percent as of
March 31, 2003 and 1.4 to 1.9 percent as of March 31, 2002 and mature in fiscal year 2008. Certain of our
assets in Japan have been pledged as security for short-term debt and secured straight bonds.

Line of Credit

We have a $25 million 2-year revolving credit agreement with a commercial bank and are required under
the agreement to maintain compliance with financial covenants, including total liabilities to tangible net worth
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ratio, tangible net worth and minimum liquidity covenants. We were in compliance with the covenants at
March 31, 2003. The amount of the credit line available may change based on the amount of receivables held
and reductions in the non-formulary piece of the credit line which is subject to periodic review and
amendment.

10. Common Stock

As of March 31, 2003, the following shares of our common stock were available for issuance:

Employee Stock Option Plans . ... .. .. i 1,848,634
Employee Stock Purchase Plan ... .. ... . i e 229,570

2,078,204

Stock Option Plans

We have five stock option plans; the 1986 Employee Stock Option Plan (the “1986” plan), the 1993
Employee Stock Option Plan (the “93 Plan™), the 1993 Non-Employee Directors’ Stock Plan, the 2001 Non-
Officer Equity Plan (“the 2001 Plan”) and the SemiFab Inc. 1993 Flexible Stock Incentive Plan (“ the
SemiFab Plan”). Under all of our stock option plans, options are granted for ten year periods and become
exercisable ratably over a vesting period of four years or as determined by the Board of Directors.

The 1986 Plan was terminated in 1994, and there are no further stock options available for issuance.

Under the 93 Plan, as amended, 13,837,269 shares of common stock are reserved for issuance. The 93
Plan provides for the grant of both incentive and non-qualified stock options to our key employees and
consultants. In fiscal 2001, we began granting non-employee directors stock options pursuant to the 93 Plan.
Under the 93 Plan, options may be granted at prices not less than the fair market value of our common stock
at grant date (85.0 percent for non-qualified options).

The 1993 Non-Employee Directors” Stock Plan was terminated in 1999, and there are no further stock
options available for issuance.

Under the 2001 Plan, adopted in January 2001, 2,100,000 shares of common stock are reserved for
issuance. The 2001 Plan provides for the grant of only non-qualified stock options to employees (other than
officers or directors) and consultants (not including directors). Under the 2001 Plan, options may be granted
at prices not less than the fair market value of our common stock at grant date.

The SemiFab Plan was acquired with the acquisition of SemiFab in February 2001. In connection with
our acquisition of SemiFab, options are no longer granted from the SemiFab plan and any options outstanding
that were initially granted under the SemiFab Plan are exercisable into Asyst common stock.

Activity in our stock option plans is summarized as follows (prices are weighted average prices):
Fiscal Year Ended March 31,

2003 2002 2001
Shares Price Shares Price Shares Price

Options outstanding, beginning of

VEAT .ot 9,971,917 $12.76 8,194,290 $13.47 6,193,219  $11.13
Granted ............. . .. ....... 2,144,023 10.62 3,716,432 11.83 3,536,097 22.30
Exercised ...................... (525,269) 7.92 (560,954) 6.63 (435,576) 5.93
Cancelled ...................... (2,380,610) 14.00  (1,377,851) 17.13  (1,099,450) 32.75
Options outstanding, end of year... 9,210,061  $12.20 9,971,917 $12.76 8,194,290 $13.47
Exercisable, end of year .......... 5,276,209  $11.59 4,498,458  $10.77 3,373,002  $ 8.89
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The following table summarizes the stock options as of March 31, 2003 (prices and contractual life are
weighted averages):

Options Outstanding

Remaining " Exercisable Options

Actual Range of Number Contractual Number Exercise
Exercise Prices Outstanding _Life _Price Exercisable _Price

$ 0.0000-% 6.1900 1,469,053 6.52 $ 447 763,735 $ 3.96
6.5000 -  8.4800 1,630,505 5.75 7.07 1,417,812 6.94
9.1563 - 12.8125 1,472,608 6.50 10.56 1,091,119 10.65
12.9000 - 13.3125 1,509,005 8.51 12.95 524,250 12.99
13.4000 - 17.6800 1,566,963 8.14 14.87 644,055 14.76
17.8800 - 73.0647 1,561,927 7.16 22.84 835,238 24.07
9,210,061 7.09 $12.20 5,276,209 $11.59

The weighted-average grant date fair value of options during 2003, 2002 and 2001 was $10.25, $7.27 and
$13.47, respectively. The fair value of each option grant is estimated on the date of grant using the Black-
Scholes option pricing model with the following weighted average assumptions used for grants in 2003, 2002,
and 2001:

Fiscal Year Ended

March 31,
2003 2002 2001
Risk-free interest rate. . ... ..ot 262 497 489
Expected term of option. ... ..o 430 473 480
Expected volatility. ... ... 107% 76% 81%
Expected dividend vield .......... ... ... . 0% 0% 0%

Employee Stock Purchase Plan

Under the 1993 Employee Stock Purchase Plan (the “Plan”), as amended, 1,900,000 shares of common
stock are reserved for issuance to eligible employees. The Plan permits employees to purchase common stock
through payroll deductions, which may not exceed 10 percent of an employee’s compensation, at a price not
less than 85 percent of the market value of the stock on specified dates. During the years ended March 31,
2003, 2002 and 2001, 242,686, 239,702 and 132,804 shares, respectively, were issued under the plan. As of
March 31, 2003, 1,670,430 shares had been purchased by employees under the Plan.

The weighted-average stock purchases during 2003, 2002 and 2001 was $8.40, $11.14 and $15.42,
respectively. The fair value of each stock purchase is on the date of purchase using the Black-Scholes model
with the following weighted average assumptions used:

Fiscal Year Ended
March 31,

2003 2002 2001

Risk-free interest rate . ... ...ttt 183 241 4289
Expected term of option. ... ... 0.50 050 0.50
Expected volatility. . ... .. o 107% 76% 81%
Expected dividend yield . ....... ... .. 0% 0% 0%

11. Pension Plans
Defined Benefit Plan

Our joint venture, ASI, provides a defined benefit pension plan for its employees. The joint venture
deposits funds for this plan with insurance companies, third-party trustees, or into government-managed
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accounts,” and/or accrues for the unfunded portion of the obligation, in each case consistent with the
requirements of Japanese law.

The changes in the benefit obligations and plan assets for the plans described above were as follows
(doliars in thousands):

Fiscal Year Ended
March 31, 2003

Change in benefit obligation:

Beginning benefit obligation ............ .. $ —
ACQUISTEIONS . . o o ottt ettt e et et et e e e 15,707
S BTVICE COSE & o vttt it ittt e e et e e e e 308
Interest COSt. ..ottt e 154

Participant contributions . ... .o it e —
Actuarial (gain)/108s . ... e —

Currency exchange rate changes......... .. ... ... i i i i 678
Benefits paid to plan participants ......... ... (321)
Ending benefit obligation ............... ... ... ... $ 16,526
Change in Plan Assets:
Beginning fair value of planassets .......... ... . . . i $ —
ACQUISIHIONS . . .ottt et e e 3,387
Actual return on plan assets ... ... . (244)
Employer contributions .. .........oouuiii i 988
Currency exchange rate Changes. .. ..ottt 167
Benefits paid to participants . ...... ... (227)
Ending fair value of plan assets . .. ... .. ... . ... i ool $ 4,071
Funded Status:
Ending funded status . ... .. (12,455)
Unrecognized net transition obligation

Unrecognized net actuarial (gain)/loss ......... ... 313
Net amount recognized . ... ... ... ... ... L (12,142)
Amounts Recognized in the Balance Sheet:
Prepaid pension COoSt. . .....oo ettt e e $ —
Accrued benefit liability . ... ... . (12,142)

Accumulated other comprehensive income . ......... .. ... ... .. i —

Net amount recognized . ....... .. .. ... .. .. i $(12,142)

Economic assumptions used to determine the costs and benefit obligations for the pension plan at
March 31, 2003 were as follows:

DiISCOUNT TaTE . . ..o 2.00%
Expected return on plan assets . ... e 3.00%
Rate of compensation INCrEase . . ... ..ottt ittt ettt 2.25%

Asset return assumptions are required by generally accepted accounting principles and are derived,
following actuarial and statistical methodologies, from the analysis of long-term historical data relevant to
Japan where the plan is in effect, and the investment applicable to the plan. Plans are subject to regulation
under local law which may directly or indirectly affect the types of investment that the plan may hold.
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The net periodic benefit cost for the plan included the following components (dollars in thousands):

Fiscal Year Ended
March 31, 2003

Company SEIVICE COST. .. vttt sttt ettt e $308
DN erest COSt. L o et 154
Expected return on plan assets . ... .. (57)

Amortization of net transition obligatio . ............ . ... . ... ... L
Amortization of unrecognized prior service cost.............. ... ... ..
Amortization of unrecognized net (gain)/loss ........ ... ... .. i,

Net periodic pension COSt .. ......u it $405

At March 31, 2003, the plan’s accumulated benefit obligation of $14.2 million and the plan’s projected
benefit obligation of $16.5 million exceed the plan assets of $4.1 million.

Employee Savings and Retirement Plan
We maintain a 401(k) retirement savings plan for our U.S. full-time employees. Participants in the
401 (k) plan may contribute up to 15% of their annual salary, limited by the maximum dollar amount allowed
by the Internal Revenue Code. No contributions were made in fiscal years ended March 31, 2003 and 2002.

Contributions and expenses in connection with this plan accounted for $0.1 million for the fiscal year ended
March 31, 2001.

12. Reportable Segments
We have two reportable segments: Fab Automation and AMHS.

Fab Automation products include interface products, substrate-handling robotics, wafer and reticle
carriers, auto-ID systems, sorters and connectivity software.

AMHS products include automated transport and loading systems for semiconductor fabs and flat panel
display manufacturers.

We evaluate performance and allocate resources based on revenues and operating income (loss).

Segment information is summarized as follows (dollars in millions):
Fiscal Year Ended March 31,

2003 2002 2001
Fab Automation:
Nt SalES oot e $213.1 § 1832  $491.5
Operating (1088)/iNCOME ... ... ..o e nn $(66.9) $(132.1) $ 43.1
AMHS:
Net sales ... $464 $ — $ —
Operating (1088) /INCOME . .. ..ottt iiiie e $(167) § — $ —
Total:
Nt SalES .ot i $259.5 § 1832 $491.5

Operating (10s8)/IICOME .0ttt tt ettt ereenaas $(83.6) $(132.1) § 43.1




We acquired 51 percent of ASI on October 16, 2002. Operating segment data includes results from ASI
for the period from the effective date of the acquisition. Total operating loss is equal to consolidated loss from
operations for the periods presented. We do not allocate other income (expense), net to individual segments.

Net sales by geography were as follows (dollars in millions):
Year Ended March 31,

2003 2002 2001
United States. .. ...ttt e e $ 905 §$ 824 $1923
Japan ... 48.0 45.6 102.8
TaiWan . ..o e 47.0 20.3 98.3
Other Asia/Pacific (excluding Japan and Taiwan) ............... 51.1 16.6 58.3
BUIODE © ittt e e 22.9 18.3 39.8
Total . e $259.5 © $183.2 $491.5

Property and equipment, net, by geographical location were as follows (dollars in thousands):
Fiscal Year Ended

March 31,
‘ , 2003 2002
United States .. ..ot e $12,133  $25,554
JaDaN L 11,393 7,928
OthET o 769 917
Total . $24,295  $34,399

13. Commitments

We lease various facilities under non-cancelable finance and operating leases. At March 31, 2003, the
future minimum commitments under these leases are as follows (dollars in thousands):

Finance Operating

Fiscal Year Ending March 31, Lease Lease
2004 . $310  $ 6,024
2005 . e e 243 5,775
2006 . . 123 3,518
220 e e e 64 1,842
2008 and thereafter . ... ... . .. 53 1,885
Total . $793 $19,044
Less INterest . ..ot 33

Present value of minimum lease payments.............. ... ..ot 760

Less: current portion of finance leases................oovviii i, 304

Finance leases, net of current portion ................ouiueiienernoan. $456

Rent expense under our operating leases was approximately $5.5 million, $8.0 million and $7.5 million for
the years ended March 31, 2003, 2002 and 2001, respectively.
14. Contingencies

On October 28, 1996 we filed suit against Empak, Inc., Emtrak, Inc., Jenoptik AG, and Jenoptik Infab,
Inc., alleging, among other things, that certain products of these defendants infringe our United States Patents
Nos. 5,097,421 (“the ’421 patent”) and 4,974,166 (‘“‘the '166 patent”). Defendants filed answers and
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counterclaims asserting various defenses, and the issues subsequently were narrowed by the parties’ respective
dismissals of various claims, and the dismissal of defendant Empak pursuant to a settlement agreement. The
remaining patent infringement claims against the remaining parties proceeded to summary judgment, which
was entered against us on June 8, 1999. We thereafter took an appeal to the United States Court of Appeals
for the Federal Circuit. On October 10, 2001, the Federal Circuit issued a written opinion, Asyst
Technologies, Inc. v. Empak, 268 F.3d 1365 (Fed. Cir. 2001), reversing the decision of the trial court, and
remanding the matter to the trial court for further proceedings. We have since narrowed our case to the
'A21 patent, and continue to seek monetary damages for defendants’ infringement, equitable relief, and an
award of attorneys’ fees. Defendants’ related declaratory judgment claims are also pending. The court held a
claims construction hearing on September 30, 2002, and issued its claims construction ruling on February 28,
2003. The Court has since set a trial date of November 3, 2003. We believe our remaining claims are
meritorious, and we intend to vigorously pursue this matter.

On February 25, 2003, Mihir Parikh, our former Chief Executive Officer and Chairman of the Board,
filed a demand for arbitration with the American Arbitration Association against us, alleging breach of his
employment agreement, wrongful termination in violation of public policy, discrimination based on age, race
and national origin, fraud and deceit, defamation and violation of the California Labor Code. On March 4,
2003, Dr. Parikh resigned as a member of the Company’s Board of Directors. On June 17, 2003, Dr. Parikh
filed an amended demand for arbitration adding as respondents our Chief Executive Officer and Chairman of
the Board, Stephen S. Schwartz, and three outside directors, Walter W. Wilson, Stanley J. Grubel and
Anthony E. Santelli to all claims other than the breach of contract claim. Dr. Parikh seeks compensatory
damages in excess of $2 million plus punitive damages and attorney’s fees. We deny Dr. Parikh’s allegations
and intend to defend the action vigorously. The arbitration hearing is scheduled for early 2004.

In July 2002, three former shareholders of SemiFab, Inc., a corporation that merged with a subsidiary of
ours in February 2001, filed a complaint in San Benito County Superior Court against us claiming breach of
contract, declaratory relief, conversion, constructive trust, and injunctive relief. The plaintiffs alleged that we
failed to provide sufficient funding to SemiFab to make specified capital expenditures, as required by the
merger agreement under which SemiFab was acquired. They further alleged that they were entitled to receive
approximately 450,000 shares of our stock pursuant to the achievement of milestones on specified dates. The
plaintiffs sought the shares of common stock, plus interest, attorney fees and other relief. We denied that we
failed to fulfill our obligations under the merger agreement. Following mediation, we and the plaintiffs entered
into a settlement agreement that disposed of the matter.

15. Related Party Transactions

At March 31, 2003, we held notes from two former employees and two current employees totaling
$0.7 million. At March 31, 2002, we held notes from two former employees totaling $0.2 million and notes
from four current employees totaling $0.9 million. Also at March 31, 2002, we held two notes receivable from
a former executive officer totaling $0.8 million. These two notes were paid off in fiscal 2003. One other note
was transferred in connection with the sale of a business. Approximately $0.3 million and $0.6 million of the
notes receivable are secured by deeds of trust on certain real property and/or pledged securities of Asyst
owned by the employees and are included in other assets at March 31, 2003 and March 31, 2002, respectively.

In April 2003 Asyst Shinko acquired the AMHS portion of Shinko Technologies, Inc. from Shinko, our
49% joint venture partner. Shinko Technologies provided service and support to Shinko customers in the
United States of America. The acquired subsidiary was named Asyst Shinko America. The purchase price of
approximately $2.3 million was based on the estimated fair value of assets less liabilities acquired.

Our majority owned subsidiary, ASI, has certain transactions with the minority sharcholder, Shinko. At
March 31, 2003, significant balances due from and owed to Shinko were (dollars in thousands):

Accounts and notes receivable from Shinko ....... ... .. $ 391

Accounts payable due to Shinko. . ... ... ... . . e $(8,500)

Accrued liabilities due to Shinko .. ... ... . i $ (755)
77
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In addition, ASI purchased various administrative and IT services from Shinko in order to provide for an
orderly transition. During the year ended March 31, 2003, sales to and purchases from Shinko were (dollars in
thousands):

SaleS . o e e $ 203
Material purchases ......... .. ... ... S $3,285
Services purchased ... ... ... $4,421
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SCHEDULE I
ASYST TECHNOLOGIES, INC. AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS

Charged
Balance to/ Balance
Beginning Recovery End
of Year of Expenses Deductions Acquired of Year
(In thousands)
Accounts Receivable:
Reserve for doubtful accounts, March 31, ’
2000 .o $ 2,809 $ 2,279 ($ 1,533) $ 240 % 3,795
Reserve for doubtful accounts, March 31,
2002 e $ 3,795 $ 1,155 ($ 787) $ 35 $ 4,198
Reserve for doubtful accounts, March 31,
2003 $ 4,198 $ 488 ($ 1,160) $1,354 S 4,880
Inventory:
Reserve for excess and obsolete inventory,
March 31,2001 ....... ... ... . ... $11,763 $16,457 ($ 101) —  $28,119
Reserve for excess and obsolete inventory,
March 31,2002 . ..., .. ... .. $28,119 $12,810 ($ 8,225) —  $32,704
Reserve for excess and obsolete inventory,
March 31,2003 .......... ... .. ... $32,704 $ 4,536 ($31,342) — § 5,898
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

ASYST TECHNOLOGIES, INC.

By: /s/ GEOFFREY G. RiBaRr

Geoffrey G. Ribar
Senior Vice President
Chief Financial Officer

Signing on behalf of the registrant and as the
principal accounting and financial officer

Date: June 30, 2003

Pursuant to the requirements of the Securities Exchange of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/  STEPHEN S. SCHWARTZ Chairman of the Board, Chief June 30, 2003
Stephen S. Schwartz Executive Officer and Director
(Principal Executive Officer)
/s/  GEOFFREY G. RIBAR Senior Vice President and - June 30, 2003
Geoffrey G. Ribar Chief Financial Officer (Principal

Financial and Accounting Officer)

/s/ P.JAackson BELL Director June 30, 2003
P. Jackson Bell

/s/  STANLEY GRUBEL Director June 30, 2003
Stanley Grubel

/s/  ROBERT A. MCNAMARA Director June 30, 2003
Robert A. McNamara

/s/ ANTHONY E. SANTELLI Director June 30, 2003
Anthony E. Santelli :

s/ WALTER W. WILSON Director June 30, 2003
Walter W. Wilson

/s/  TsuvosHI KAWANISHI Director June 30, 2003
Tsuyoshi Kawanishi
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CERTIFICATION OF PRESIDENT AND CHIEF EXECUTIVE OFFICER

I, Stephen S. Schwartz, certify that:
1. T have reviewed this annual report on Form 10-K of Asyst Technologies, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officer and 1 are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant
and we have:

(a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, incliiding its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the “Evaluation Date”); and

(c) presented in this annual report our conclusions about the effectiveness of the disclosure controls
and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to
the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

(a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have identified
for the registrant’s auditors any material weaknesses in internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officer and I have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: June 30, 2003

/8/ STEPHEN S. SCHWARTZ

Stephen S. Schwartz,
President and Chief Executive Officer
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CERTIFICATION OF SENIOR VICE PRESIDENT AND CHIEF FINANCIAL OFFICER

I, Geoffrey G. Ribar, certify that:
1. T have reviewed this annual report on Form 10-K of Asyst Technologies, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant
and we have:

(a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

(b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the “Evaluation Date”); and

(c) presented in this annual report our conclusions about the effectiveness of the disclosure controls.
and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to
the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

(a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have identified
for the registrant’s auditors any material weaknesses in internal controls; and

{b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officer and I have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: June 30, 2003

/s/ GEOFFREY G. RiBAR

Geoffrey G. Ribar,
Senior Vice President and
Chief Financial Officer
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